The American dream, and the free enterprise system that made that dream possible, are 
under heavy attack. For perhaps the first time in U.S. history, young people wonder if they will 
enjoy as high a standard of living as their parents have. In today's economic climate, couples 
with young children often find that they cannot survive unless both of them join the work force. 
Home ownership, once within the grasp of every young couple willing to work hard, has become 
more and more elusive. 

And, of course, the dream of building a successful business enterprise out of nothing 
more than inspiration, determination, and perspiration is also becoming more elusive. America 
has long been known as the land of opportunity, a place where an impoverished immigrant from 
a foreign land could start off penniless and end up a millionaire or even a billionaire. Rags to 
riches success stories still exist, but they are harder to find. 

Source of the Problem 

Why is America on the decline? The vanishing American dream is a consequence, not of 
any inherent flaws in our system of government, but of the perversion of that system. America 
prospered because our matchless Constitution protected the people from their own government. 
America is now winding down because an out-of-control federal government has broken away 
from its constitutional moorings and has drifted from the system of government intended by the 
Founding Fathers toward the collectivism of the old world. 

Americans are no longer able to enjoy the blessings of liberty and the fruits of' their 
labors unhampered by the heavy hand of government. Property rights are no longer sacrosanct. 
Our Constitution is still the law of the land, but it is ignored and circumvented. Our economic 
system is still called free enterprise, but our government is slowly and stealthily adopting a form 
of socialism known as fascism -- government control without outright government ownership. 

In this special issue of THE NEW AMERICAN, we review the growing body of 
oppressive regulations that are gradually shutting down the free enterprise system and 
threatening the freedom of' everyone, businessman and consumer alike. The first article in this 
issue provides an overview of the enormous size and scope of the emerging bureaucratic tyranny 
(page 5). This is followed by a series of articles examining in greater detail the harmful 
consequences of government controls in such fields as agriculture, banking, industry, and 
medicine. These articles also make clear the ironic fact that problems created by government are 
now being used as a pretext for even more government control, which will only make those 
problems 

worse. 

But why, readers might ask, is America headed in the wrong direction’? Our penultimate 
article addresses that question, noting that America is being socialized, not by accident, but by 
design (page 79). That article quotes the late Warren Brookes as stating in 1990, "There is, and 
can be, only one purpose for such regulatory overkill: Deliberately to shut down the U.S. 
economy and force a halt to economic and human development as we know it." Although this 
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assessment may sound harsh to some, we honestly believe that anyone who takes the time to 
study the overwhelming evidence of regulatory overkill painstakingly assembled in these pages 
would be hard pressed to draw any other conclusion. 

The Solution 

Finally, we close this issue by offering sound advice for businessmen, including the key 
for restoring the American dream (page 84). That key can be found in the Congress, which is the 
only branch of the federal government authorized to make laws, and especially in that branch of 
Congress known as the House of Representatives, which is the only branch authorized to 
originate revenue bills. Simply by informing the electorate, Americans can improve Congress 
and thereby help to return government to its proper role. 

That commonsense, workable solution applies, of course, to nonbusinessmen as well as 
to businessmen. Freedom is everybody's business! 

In future issues of THE NEW AMERICAN we will continue to defend the American 
dream while warning against the forces that threaten to destroy it. If you are not a subscriber, we 
invite you to become one by mailing in the card inserted between pages 14 and 15 of this issue. 
And we invite everyone, subscribers and nonsubscribers alike, to use the card inserted between 
pages 70 and 71 to order additional copies of this special issue. The more we are able to inform 
Americans as to the danger of growing federal regulations, the closer we will be to solving the 
problem. 

-- GARY BENOIT 


OVERVIEW America's Vanishing 
Liberty 


Onerous federal regulations are turning our Republic into a dictatorship 


Schonstedt Instrument Company is a successful firm which holds over 70 patents on 
various inventions, some of which are used by NASA. Although the company has plenty of 
business and could easily increase its work force from the 50 it now employs, President E.O. 
Schonstedt has reluctantly decided that the additional paperwork mandated by Executive Order 
11246 for firms with government contracts and more than 50 employees would be too costly for 
his small firm. So his company will stay small when it could easily grow larger, hire more 
workers, produce more useful products, and add to the productive might of our nation. 

Rick McGown, a Missouri farmer, restored 150 acres of brushland into fertile farmland 
and produced 150 bushels of corn per acre. But the Army Corps of Engineers, using enforcement 
procedures contained in the Clean Water Act of 1972, prosecuted him after declaring his 
property to be a wetland because they said it contained cattails. The cattails were later 
determined to be wheat sorghum which McGown had planted. Nevertheless, McGown laces a 
federal fine of $7,500 and the loss of a third of his farm if he loses in court. 

The Amoco Oil Company closed its refinery in Casper, Wyoming after determining that 
compliance with the 1990 Clean Air Act -- coupled with other regulations stemming from the 
Resource Conservation and Recovery Act and the Clean Water Act -- would have cost the 
company $150 million to continue operating a refinery that was worth only $25 million. The 210 
employees will have to lind other work. 

The Fritz Company is a third-generation candy manufacturer. The Food and Drug 
Administration (FDA) threatened to seize all Fritz products labeled "Fritzie Fresh" because, 
according to government standards, the candy was not fresh enough to merit that label. Yet the 
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label had been trademarked and had even received a U.S. patent registration. No customer had 
ever complained about the use of the word, either to the company or to the FDA. Should the 
company have to stop using its well-known label, its owners tear for its survival. 

Along with dozens of other examples, these regulatory nightmares appeared in the 
Republican Study Committee's September 1992 report entitled The Horror of Federal 
Regulations. Among the chilling facts in the report we find that Americans spend 24 cents of 
every health care dollar on regulatory and administrative costs. The report also noted that the 
cost to American business of studying and filling out tax paperwork amounts to the equivalent of 
hiring and paying three million full-time employees each year. 

And America's regulatory maze is growing every year. According to the Study 
Committee's report, "Since 1988, Congress has passed some of the most burdensome regulations 
ever: the Clean Air Act, the Civil Rights Act, the Fair Labor Standards Act Amendments, the 
Nutrition, Labeling and Education Act. the Americans with Disabilities Act, and the Pollution 
Prevention Act." The devastating effect on productive America of these newer regulatory 
"horrors" has yet to be fully felt. 

"Hidden Tax" 

Representative Dick Armey (R-TX) serves as the ranking Republican on the 
congressional Joint Economic Committee. In the committee's 1992 Annual Report, he placed the 
cost of government regulations for the single year of 1990 at $461.4 billion. What has that 
enormous expense gained for the American public? Armey answers: "Though regulations may 
reduce risk to the public, the cost of this reduction varies wildly and in many cases borders on 
the absurd. At one extreme, the hazardous waste listing for wood preserving chemicals is 
estimated to cost $5.7 trillion per premature death averted." 

Armey states that "the very people that regulation is supposed to benefit -consumers, the 
underprivileged, the sick, the unemployed, small businesses -- often become its helpless 
victims." Calling regulation a "hidden tax," Armey notes in his report entitled The Growth of 
Federal Regulation: "This hidden tax is growing rapidly. In October 1991, 59 federal agencies 
were preparing 4,863 regulations, of which 919 were new to the government's agenda 
Regulatory staffing is expected to reach 122,406 in 1992." 

Edicts pumped out by federal regulatory agencies filled 88,000 pages of the Federal 
Register during the Carter-led year of 1980. And while the number of pages decreased to 47,418 
in the Reagan-led year of 1986. many new and costly regulations were being pumped out 
nonetheless. 

Where do we stand lately? The Bush Administration published 67,715 pages of edicts in 
1991. We confidently expect new records to be set during President Clinton's Administration. 

Harvard University economists Dale Jorgenson and Peter J. Wilcoxen estimate that 
compliance with environmental regulations alone during the 1970s and 1980s cut into the 
nation's gross national product (GNP) by 2.6 percent. Michael Hazilla and Raymond J. Kopp 
believe the figure to be far higher, stating in the August 1990 Journal of Political Economy that 
the GNP was already lower by 5.8 percent because of clean air and clean water regulations alone. 

The cost has not only been in dollars. Robert W. Crandall and John D. Graham reported 
in the April 1989 Journal of Law and Economics that Corporate Average Fuel Economy (CAFE) 
mandates requiring U.S. auto manufacturers to meet a federal mileage-per-gallon standard were 
proving quite deadly. The only way the manufacturers could meet CAFE's requirements in the 
time allotled was to reduce the size and weight of autos, a move Crandall and Graham claimed 
cost the nation between 2,200 and 3,900 lives per year. 
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A Limited Government 

Consider for a moment that America has been the refuge of the world's tired, hungry, and 
poor for more than two centuries. Millions left everything in the old world and came here 
penniless. Why did they come here? Why do they still come? 

Was it because our land is blessed with more natural resources? No. All the inhabited 
continents have equal or better resources. 

Was it America's people who made her the envy of all the world? No. The people who 
transformed America from a backward wilderness all came from somewhere else. Something 
enabled them to do far more in their new surroundings than they were ever able to achieve 
elsewhere. 

Was it government's wisdom or government's programs that spurred this nation to world 
leadership’? No again. It was not what government did that made America great; it was what 
government was prevented from doing that made the difference. 

The key to America's greatness is found in the twin pillars of limited government and a 
responsibly free people. The founders of this nation held that government's purpose should be 
limited to protecting life and property -- period. 

America's Founding Fathers learned the value of limited government from studying 
history. When they felt the sting of excessive government power coming from King George 111, 
they declared themselves independent and fought a war to make their Declaration of 
Independence stick. One of the numerous indictments against the British king appearing in the 
Declaration reads: 

He has erected a multitude of new offices, and sent hither swarms of officers to harass 

our people, and eat out their substance. 

History will repeat itself if allowed to do so. By any measure. Americans suffer far more 
oppression from today's federal government than did the men of 1776 from the British monarch. 

After a few years, the people who offered their lives, fortunes, and sacred honor for 
freedom from oppressive government crafted a Constitution the purpose of which was to create a 
central government for only a few specified purposes. Those purposes are listed within the 
document itself. The Founding Fathers even added a Tenth Amendment saying that the powers 
not specifically granted to the federal government must remain with the states or the people. 
With that kind of restraint on government, America took off. But, today, the only thing taking off 
in America is the size and power of government. 

Where did the federal government's abusive power come from? The answer is that it was 
assumed -- quietly, steadily -- while a free people, in the midst of plenty, forgot the true meaning 
and cost of freedom. James Madison, our nation's fourth President, stated in 1788: "I believe 
there are more instances of the abridgement of the freedom of the people by gradual and silent 
encroachments of those in power than by violent and sudden usurpations." 

Madison was warning his fellow Americans to be on guard against an enemy that comes 
from within, not some far off army. Which is exactly what is happening today: Americans are 
losing their freedom to their own federal government. 

Our Constitution allows for only three branches of government: the legislative, the 
executive, and the judicial. But we have allowed the federal government to create a fourth 
branch, a gigantic bureaucracy which has taken upon itself the powers of each of the three 
legitimate branches. This powerful bureaucracy writes its own laws (a legislative function), it 
enforces these unconstitutional laws through swarms of inspectors and agents (the executive 
function), and declares guilty all who fail to live up to these encroaching standards until they can 
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prove themselves innocent before judges who work for this bureaucracy (the judicial function). 

James Madison warned about the dangers inherent in this fourth branch of government 
when he stated: "The accumulation of all powers -- legislative, executive and judicial -- in the 
same hands ... may justly be pronounced the very definition of tyranny." 

Those who would rule America through this unrestrained bureaucracy have created a 
completely fraudulent argument calculated to steamroll their victims into submission. They point 
to the first regulatory agency, the Interstate Commerce Commission (ICC), created in 1887. The 
ICC's originators claimed legitimacy for the agency via the clause in Article I, Section 8 of the 
Constitution giving the federal government power "to regulate commerce with foreign nations, 
and among the several states...." 

Does this mean that the federal government is granted the authority by the Constitution to 
set prices, establish wages, and control the business activities of all who buy and sell across state 
lines? This is what ICC officials have been doing for decades. No, the Constitution merely gives 
the federal government authority to prevent state governments from erecting tariffs, trade 
barriers, quotas, etc. against other states within the Republic. 

The framers of the Constitution, all jealous guardians of their own state's interests and 
ever suspicious of federal power, nevertheless agreed that the federal government should have 
authority to spur commerce within the nation by denying individual states the power to inhibit 
the free flow of goods. But the ICC, assuming power never intended by the Constitution, 
initiated the federal government's "gradual and silent encroachments" of power over Americans. 

Administrative Law 

The 1887 act creating the ICC also gave it power to function as an independent federal 
agency. This means in part that Congress gave the ICC authority to make its own rules, termed 
"administrative law," which become law simply by being published in the Federal Register. 
Other regulatory agencies have followed this simple pattern. Do these edicts, never voted on by 
the representatives of the people in Congress, have any teeth? Businessmen across this nation 
will assure you that they do. 

Them is now an array of federal agencies producing administrative law, and many of 
these agencies have their own administrative law judges. How many are there? As far back as 
1972, Industry Week magazine reported: "We could find no one in government, including the 
Office of Management and Budget, who even knows how many agencies exist with such 
regulatory authority, let alone how many regulations were promulgated in 1971." Whatever the 
number was then. it has ballooned these past 22 years. 

These agencies either exist totally independently, or act independently though serving 
under various Cabinet officials. Their activities directly contradict Article I, Section 1 of the 
Constitution, which states: "All legislative power herein granted shall be vested in a Congress of 
the United States...." All regulatory agencies reside in the executive branch, not in the legislative 
branch. Yet it is in the executive branch -- that constantly growing and encroaching bureaucracy 
-- where the laws that are choking American productivity are being made daily. Ask senators and 
representatives about this clear violation of the Constitution and most will give you a blank stare. 

An infuriating feature of much of this administrative law is its vagueness. Ask two 
officials of the Internal Revenue Service to interpret a portion of the |RS code and you will likely 
get two conflicting answers. 

Another exasperating feature is the assumption that mandates given by federal agencies 
are law simply because they are published in the Federal Register. A businessman's ignorance of 
these reams of regulations is no excuse. Yet if he took the time to read all of the edicts published 
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to govern him, he would get nothing else done. 

But the most galling feature of this growing federal tyranny is realized when one of its 
victims seeks justice. If a federal regulator levies a fine or demands expensive equipment 
purchases, a businessman who wishes to appeal must first present his case to an arm of the very 
agency that created the law and found him guilty of violating it in the first place. Then, if he 
wishes, he can appeal to the federal courts. 

During the appeal process, he is forced to spend time and energy away from his business 
while the bureaucrats. lawyers, and judges arrayed against him are paid with his tax dollars to 
prosecute him. He must also pay his own legal and incidental expenses while he fights his case, 
knowing all the while that there is little hope that he will win because he has already been judged 
guilty by several bureaucratic tribunals. It is hardly surprising that few businessmen are willing 
(or able) to follow this route. 

There are other chilling features of this process. Laws that are hidden in various federal 
manuals are hardly ever known by a businessman until an agent of some federal agency shows 
up and levies a fine for noncompliance. Unknown and vague laws that can be aimed arbitrarily 
are hallmarks of tyrannical governments. A dictator wants to make obedience of laws difficult so 
he can declare his victim guilty whenever it suits his fancy. This fourth branch of government is 
a dictatorship in the making. 

This faceless enemy attacking Americans does not own our nation's businesses and 
industries outright, but exerts a stifling economic control over them nonetheless. This type of 
socialistic control has a name that can be round in any decent dictionary -- fascism. A fascist 
named Hitler seized economic control of Germany but his government hardly owned anything 
outright. Another fascist named Mussolini took control of Italy without demanding ownership. 
One sent brownshirts and the other sent blackshirts to enforce the government's will. Today, 
America's own government enforcers are duplicating this same fascism that led to tyranny and 
collapse in both Germany and Italy. 

Congress the Key 

A fundamental reason that bureaucratic tyranny is growing right here in America is that 
Congress has abdicated its authority. The Constitution empowers Congress to be the sole 
lawmaker. And in doing so, the Constitution does not authorize Congress to delegate its 
fundamental authority to wide-eyed bureaucrats. 

In fact, just one House of Congress, the House of Representatives, can stop the regulatory 
attack upon America all by itself. Article 1, Section 7 of the Constitution states: "All bills for 
raising revenues shall originate in the House of Representatives...." If the House refuses to 
"originate" a bill |0 fund OSHA, EPA. FDA, ICC. FTC, or any of the other blood-sucking 
agencies residing in the Departments of Agriculture, Energy, Interior, Transportation, etc., then 
they and their edicts will disappear. 

If members of the House alone would stand by the Constitution they have sworn to 
uphold and put an end to bureaucratic tyranny, neither the Senate. nor the President. nor a whole 
host of bureaucrats could do anything about it. America would begin to rebound from its 
downward spiral and once again become the envy of the world. 

And should the Supreme Court attempt to intervene in order to block this constitutional 
and completely legal dismantling, the Constitution empowers the House to initiate impeachment 
proceedings against Supreme Court justices. 

Keep It Private 
We cannot close this analysis without addressing an attitude that has been assumed by 
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many Americans, that if there were no OSHA, EPA, FTC, FDA, and a host of other regulatory 
agencies, the U.S. would be an unsafe and unhealthy land dominated by predator businessmen. 

In other words, ask many Americans, would it not be better merely to curb some of the powers of 
these federal agencies so that they could continue to do some good? 

The answer is simple: The minimal good any federal agency has done can be and would 
be accomplished by others in the private sector. In the years before the Occupational Safety and 
Health Administration (OSHA) was created by an act of Congress, the National Safety 
Council reported that the American workplace was getting safer every year. It still is, usually in 
spite of OSHA mandates which often make workplaces less safe. OSHA was never needed. 
Allowing it to exist is an invitation to the kind of federal abuse already rampant. 

The Environmental Protection Agency (EPA) was created by an Executive Order 
issued by President Nixon, with the compliance of Congress. But if there were no EPA, would 
rivers and streams become dirty? Without the Clean Air Act, would America be suffocated with 
smokestack pollution? Such questions presume that businessmen care nothing about the 
environment. an insulting presumption. Businessmen are neighbors who provide jobs and 
products to make life better and more enjoyable. 

Let us not swallow the notion that businessmen are evil and uncaring, while the federal 
government is benevolent and concerned. In fact, just the opposite is true. as many who have lost 
their jobs, businesses, and life's savings have found out. If government is left in charge, the 
environmental devastation now evident in East Germany, Russia, and other lands formerly ruled 
in totalitarian fashion can be expected here. Less government, not more, is the route to 
environmental protection. 

If Americans don't derail the regulatory freight train already charging out of control, we 
will lose more than jobs, savings, and businesses; we will lose our freedom. 

-- JOHN F. MCMANUS 


ENVIRONMENT Environmental 
Police State 

According to The United States Government Manual 1992/1993, "The Environmental 
Protection Agency protects and enhances our environment today and for future generations to the 
fullest extent possible under the laws enacted by Congress. The Agency's mission is to control 
and abate pollution in the areas of air, water, solid waste, pesticides, radiation, and toxic 
substances ...._ " Pretty hard to find fault with a "mission" so noble and beneficent; but, then, 
every government agency ever spawned -- even Himmler's Gestapo and Beria's NK VD -- has 
seen its mission as noble, beneficent, and absolutely essential. 

Totalitarian Potential 

Mere mention of the Environmental Protection Agency (EPA) may not evoke the same 
terror that whispered reference to the dread Nazi and Soviet secret police forces once caused. But 
to the many thousands of Americans who have had the misfortune of unintentionally running 
afoul of the federal ecosaviors there is little doubt that the EPA, like so many other agencies, has 
the same terrible potential as any totalitarjan enforcement apparatus. Many hardworking, model 
citizens have had businesses that have taken a lifetime to build -- farms, ranches, shops, 
laboratories, and factories -- destroyed overnight by bureaucratic fiat. Others have been 
completely bankrupted by compliance costs, fines, and legal fees. Some have been thrown into 
prison as if they were dangerous criminals. Consider these examples of eco-regulators run amok: 

* Ocie Mills and his son Carey, of Santa Rosa County, Florida, were sentenced to 21 
months in the federal penitentiary and fined $5,000 for cleaning out a drainage ditch and placing 
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fill dirt 

on their half-acre lot to build a house for the younger Mills. The state environmental agency 
authorized the actions, but the tederal government prosecuted the father and son for destroying 
"wetlands." 

* Much the same happened to John Pozsgai, a self-employed mechanic, who served 27 
months in prison and was fined $202,000 for defiling a nonexistent wetland on his private plot of 
land in Morrisville, Pennsylvania. 

¢ The EPA's most recent prisoner is Bill Ellen of Virginia, a conservationist and 
environmental consultant who is now serving time for "destroying wetlands" by constructing 
duck ponds on previously dry land! 

* After 13 years of jumping through the EPA's bureaucratic hoops and investing $160 
million, Waste Technologies industries (WTI) has constructed one of the cleanest and most 
advanced hazardous waste incinerators in the world. But this state-of-the-art tacility, which will 
help solve a serious waste disposal problem while providing millions of dollars in taxes and 
payroll to the depressed economy of East Liverpool, Ohio, may never start up if Greenpeace and 
Vice President Al Gore succeed in blocking it as they have vowed to do. 

*In December 1991, armed U.S. marshals accompanied agents of the EPA and FDA in 
a raid on Sporicidin, Inc., a manufacturer of medical instrument disinfectants. The company's 
products have been used in hospitals and clinics for years with no complaints or cases of product 
failure. The government charged that Sporicidin's products could cause "serious, adverse health 
consequences, or death," even though the EPA admitted that its own tests on which the charges 
were based were seriously flawed and "lack reliability and reproducibility." Metrex Corporation, 
which markets similar disinfectants, was in the same boat. Last June Metrex won its case in court 
and federal judge Lewis T. Babcock blasted the EPA for shoddy testing and making false 
statements against Metrex products. Meanwhile, Sporicidin, which has suffered more than $10 
million in losses in its continuing battle with the EPAcrats, is close to bankruptcy. 

EPA's Fiasco File 

Every American, whether or not he realizes it, is paying a horrendous price -- through 
direct and indirect taxes, lost jobs, lost competitiveness, lost opportunity, lost freedoms -- for 
environmental regulatory overkill. Some of EPA's most sensational debacles have cost tens of 
billions of dollars, untold emotional trauma, ecological destruction, and even loss of human 
lives. We have space to cite only a few out of many possible examples from the EPA fiasco file. 

Asbestos. In 1987 the federal government ordered asbestos removed from thousands of 
buildings nationwide, citing a mythical 58,000 to 78,000 asbestos-related cancer deaths. Under 
fire from scientists worldwide, the EPA was forced continually to revise its estimates downward. 
Every major study has shown the asbestos scare to be a colossal hoax. Famed British 
epidemiologist Sir Richard Doll of Oxford University compares the risk from asbestos in 
buildings to "smoking half-a-cigarette in a lifetime." 

Chrysotile asbestos, the type used in over 95 percent of American asbestos applications, 
poses no significant danger. It is naturally abundant, even ubiquitous, in many parts of the world. 
The state rock of California, for example, is serpentine, a primary source of asbestos, and just 
about anywhere you go in the Golden State to "commune with nature" you're going to stumble 
over the stuff. As a result, minute amounts of asbestos fibers are found naturally in air and water 
-- and human lungs. As noted cell biologist Brooke Mossman observed in Science, the journal of 
the American Association for the Advancement of Science: "Low-level exposure is not a threat 
to human health. The scare is unprecedented, and the amount spent on asbestos removal is 
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ridiculous." 

Tens of billions of dollars have already been spent on asbestos removal and the total price 
tag could run $150-$200 billion. According to the National Association of School Boards, the 
costly asbestos hysteria provides "a broad indictment of the EPA's lack of scientific basis for its 
policy pronouncements." 

Pesticides. In 1972, as one of its first major actions, the EPA banned DDT, even though 
its scientific advisory panel recommended against the ban and said, "There is a present need for 
the continued use of DDT." DDT is not a carcinogen and was responsible for saving hundreds of 
millions of lives from malaria, typhus, yellow fever, and other diseases. Dr. Dixy Lee Ray notes 
that "there are now approximately 60 to 100 million people who are dying each year as the direct 
or indirect result of antipesticide campaigns that have caused restrictions or bans on the products 
that could have prevented such deaths." 

Dioxin. This herbicide has been called "the most toxic chemical known to man." even 
though no deaths or serious harm to humans can be attributed to it. Nevertheless, it was used as a 
bogeyman to incite hysteria at Love Canal, New York (1978) and Times Beach, Missouri (1983). 
As University of California Professor Aaron Wildansky has noted, "Not even a cold may 
accurately be attributed to Love Canal." The same goes for Times Beach and the many 
Superfund sites where billions of tax dollars have been wasted. 

PCBs. Polychlorinated biphenyls (PCBs) are a group of biodegradable, noncarcinogenic 
chemicals whose properties make them ideal as lubricants and coolants for transformers, air 
conditioning compressors, and other electrical equipment essential to modern society. After 
being banned by the EPA, the non-flammable PCBs have been replaced with flammable 
substitutes, which pose serious risks to life and property from fire and power outages. 

Obstructing Progress 

These and other outrageous actions by the federal eco-fascists have caused, and are 
causing, incalculable economic, social, and ecological harm. Comments Dr. Thomas Orme, 
spokesman for the American Council on Science and Health: "Scientific, engineering, and 
medical solutions have made vast improvements in public health throughout the world. However, 
at the Environmental Protection Agency (EPA) litigation and politics obstruct efforts to use the 
principles of science, medicine, and engineering to solve public health problems." 

Dr. Orme is far from being a lone critic. On March 19, 1992 a panel of prominent 
scientists who had been appointed by EPA chief William Reilly to evaluate the EPA's Office of 
Research and Development delivered a blistering indictment of the agency's abuse of science. 
The panel's report, Safeguarding the Future: Credible Science, Credible Decisions, is a veritable 
bombshell, but chances are better than excellent that you never heard a peep about it. No surprise 
about that: You didn't really expect the purveyors of ecological correctness in the major media to 
discredit themselves and the federal envirocrats by reporting the facts, did you'? 

Here are some of the panel's findings: 

¢ EPA studies "are frequently carried out without the benefit of peer review or quality 
assurance ... leaving EPA initiatives on shaky scientific ground and affecting the credibility of 
the Agency." 

¢ "EPA often does not scientifically evaluate the impact of its regulations." 

* The EPA's "legal process fosters the presentation of the extremes of scientific opinion. 
This runs contrary to the preferred process of developing a consensus within the scientific 
community." 

¢ "The interpretations and uses of science is uneven and haphazard across programs and 
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issues at EPA. Conflicting science policies between EPA programs create confusion and lack of 
credibility for EPA decisions." 

¢ "Scientists at all levels at EPA believe that the Agency does not use their science 
effectively." 

The EPA has every incentive to abuse and manipulate science to its own aggrandizement, 
and has repeatedly proven itself willing to do so. As Matthew Hoffman, a policy analyst at the 
Competitive Enterprise Institute, has observed, "With every substance EPA classifies as 
cancer-causing, the agency increases its budget, gains power and prestige, and opens new vistas 
for its regulatory activities." 

"By avoiding sources of scientific analysis whose findings might not conform to its 
preconceived regulatory agenda, the EPA has systematically shut itself off from much of the 
scientific community," charges EPA WATCH, a biweekly publication of the American Policy 
Center in Chantilly, Virginia. But that policy is finally starting to work against the EPAcrats, Dr. 
Bonnet R. Cohen, editor of EPA WATCH, informed THE NEW AMERICAN recently. "The 
EPA's grossly exaggerated 'risk assessments’ on the health hazards of asbestos, radon, and dioxin 
-- to name just a few -- and the resulting costs in tens of billions of dollars to business, taxpayers, 
and consumers are alienating many" of the Agency's erstwhile supporters in Congress and the 
scientific community, says Cohen. 

To which we can only say, "It's about time!" In light of its atrocious record of fright 
mongering, greatly damaging our economy, abusing its power, and seriously threatening our 
liberties, the EPA not only should not be elevated to Cabinet-level status, it should be abolished. 

-- WILLIAM F. JASPER 


ENVIRONMENT Regulating Air and 
Water 

Over the past few years, various opinion polls have established that most Americans 
consider themselves to be environmentalists. However, the same surveys also show that most of 
these self-identified, ecologically-sensitive souls reject the extremist positions of the activists 
who lead the major environmental organizations. The average person who calls himself an 
environmentalist favors what he considers rational, reasonable laws to restrict egregious cases of 
pollution that present a danger to public health. His support for environmental legislation and 
policies drops off dramatically if the same are perceived as threatening jobs or the American 
economic system. He recognizes intuitively that destruction of his job or business by 
environmental regulatory overkill represents a far more immediate and harmful risk to his, and 
his family's, well-being than some one-in-a-million chance of developing cancer over a lifetime 
from a substance deemed carcinogenic on the basis of "research" involving massive doses of said 
substance fed to laboratory mice. 

Disinformation Campaign 

The "Watermelon Marxists" (green on the outside, red on the inside -- a moniker 
popularized by the late Warren Brookes for the eco-elitists) know this. They knew this even 
before the resounding defeat of the "Big Green" initiative in California and the rejection 
elsewhere of other socialist schemes disguised as environmental measures. 

They have learned that in order to pass the draconian legislation they desire, they must: 1) 
convince a significant portion of the populace that an environmental crisis exists, either by 
grossly exaggerating a real risk or by completely fabricating a nonexistent one; and 2) drastically 
understate the economic and social costs of their proposed "solution." 

Working hand in hand with fellow green ideologists in the Environmental Protection 
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Agency (EPA), the media, and Congress, the eco-extremists have conducted a continuous string 
of disinformation campaigns calculated to stampede a frightened public to support an 
ever-increasing welter of socialistic controls. Some of the most sweeping, costly, and tyrannical 
environmental legislation is that concerning two of our most ubiquitous and essential substances: 
air and water. If one is to believe the green apocalyptics, the air we breathe and water we drink 
are laden with vile carcinogens that are the main causes of cancer in our society. Thus, the 
federal government must intervene to save us from imminent peril. 

According to the University of California's famed cancer researcher, Bruce N. Ames. 
however, "There is no persuasive evidence from either epidemiology or toxicology that water 
pollution or pesticide residues are a significant cause of cancer." Moreover, says Dr. Ames, 
inventor of the Ames Test, one of the most widely used tests in carcinogen research, the 
overwhelming body of scientific evidence shows pollution of all kinds -- air, water, food to 
be "almost irrelevant to causes of cancer and birth defects." Indeed. this is the consensus of the 
scientific community. 

Expensive Air 

Our society has gone to great lengths to reduce air pollution, but there is little evidence of 
health gains to justify the enormous expense. Epidemiologic and clinical studies have repeatedly 
shown the health effects of smog to be minimal and temporary, consisting mainly of asthmatic 
attacks and coughing spells. Probably as many or more people suffer breathing difficulties from 
natural airborne pollutants such as molds, pollen, and dust as from automobile emissions. Public 
misperceptions notwithstanding, there is no medical or scientific evidence linking smog with 
cancer. California, which has the highest urban smog concentrations, also has lower cancer rates 
than the rest of the nation. And Los Angeles and Orange Counties, which have the most serious 
smog problems in the Golden State, also have lower cancer rates than the rest of California. 

The EPA itself has acknowledged that it has no evidence to support the contention that 
surface ozone (smog) poses any health threat. In a 1986 EPA report, the agency admitted that 
"reported effects on the incidence of acute respiratory illness ... are not clearly related with acute 
exposure to ambient ozone or oxidants and, therefore, are not useful for deriving health effects 
criteria for standard-setting purposes. Likewise, no convincing association has been 
demonstrated between daily mortality and daily oxidant concentrations." But this has not 
deterred Congress or the EPA from mandating incredibly expensive emission controls that will 
produce little, if any, health benefits. Nor has it caused them to slack off in the use of fraud and 
deceitful fright peddling to win support for passage of harmful legislation such as the 1990 Clean 
Air Act. 

A cost-benefit analysis of the Clean Air Act by environmental economists Paul Portnoy 
and Alan Krupnick at Resources for the Future, a liberal environmental think tank, found that the 
costs of the smog (surface ozone) provisions exceeded benefits by as much as 51 to one. Using 
the EPA's own assumptions, which low-balled the bill's costs and exaggerated the benefits, 
Portnoy and Krupnick determined that the automobile VOC (volatile organic compounds) 
reduction sections alone in the Clean Air Act will cost $8.8 billion to $12 billion per year while 
generating only $250 million to $1 billion (at best) in health benefits. Warren Brookes noted that 
this enormous expense was being ordered even though, "except for Los Angeles, VOCs are less 
than one-third of the smog problem." "Further," he said, "auto VOCs constitute less than 10 
percent of all smog precursors, and 85 percent of those come from pre-1983 cars. This means the 
new Clean Air tail pipe standards, which will raise the cost of U.S. cars by $9 billion a year, will 
cut smog less than 0.5 percent." 
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Then there are all of the other sections of the law to contend with. Estimates on the 
annual costs of implementing just the air toxins section of the 1990 Clean Air Act range from 
$20 to $30 billion. Syndicated columnist and economic analyst Doug Bandow noted recently that 
the 1990 Clean Air Act "runs nearly 800 pages -- 20 times the length of the original law -- and is 
incomprehensibly complicated. The law calls for the development of 400 sets of new regulations 
and will require every state to revise its existing '!mplementation plan.' ... Estimates of the annual 
expense of complying with the law range up to $40 billion, which will come on top of what the 
EPA says will be $155 billion in annual costs." 

Those costs will be felt in many tragic ways. Douglas Flint, a mechanic and owner of an 
automobile repair shop in Virginia, wrote a column in the Washington Times last August 
explaining what the new regulations mean in human terms. He recalled a typical incident in 
which a poor immigrant woman who had just purchased her first car had been unable to register 
it because the mandated emissions repairs amounted to a "minimum of a $1,500 repair on an 
$800 dollar car." "She left crying," said Flynt. 

The costs for diagnostic equipment are prohibitive for most small auto repair shops. 
"Even if 1 could come up with the $150,000 to purchase the equipment [then EPA 
Administrator] Reilly wants," Flynt wrote, "I would certainly have to charge somewhere around 
$100 just to perform emissions tests on it, not the $17 low-ball figure Mr. Reilly is pitching to 
the public." 

Not satisfied with the damage they have wrought with regulations on outside air, the 
federal envirocrats are pushing forward with plans to take control over indoor air as well. On 
March 18th of this year the EPA announced that more than 70,000 classrooms in the U.S. and 
nearly one of every five schools have unacceptably high levels of radon gas. Typical of media 
coverage of the announcement, an Associated Press story on March 19th announced: "The EPA 
said it [radon] is the second leading cause of lung cancer in the United States, and causes 7,000 
to 30,000 cancer deaths a year." The EPA, of course, offered no credible evidence to substantiate 
its absurd claim. 

Water: No Problem 

The March 1992 issue of Georgia County Government Magazine notes that "there is not 
a single case recorded in Georgia of someone dying or becoming ill from drinking water from a 
public system that met the old standards before the new [Clean Water Act] came along." 
Nonetheless, EPA regulations are needlessly requiring local governments in Georgia and every 
other state to spend billions of dollars they do not have, to remedy problems that do not exist. 

On May 12, 1992 representatives of local governments and utilities met in Washington 
with EPA officials to vent their anger and frustration over the escalating costs and impossible 
timetables of federally mandated environmental programs. Frank Shafroth, spokesman for the 
National League of Cities, pointed out that for every $10 of federally mandated environmental 
cost there is only $1 available at the local level to implement the regulations. Local 
governments are being forced to raise taxes and fees, and to cut expenditures on police and fire 
protection, schools, libraries, parks, hospitals, health care, sanitation, and road maintenance to 
satisfy the environmental edicts from Washington. 

Jack Sullivan of the American Water Works Association warned the EPA officials at the 
same meeting that, due to unfunded environmental mandates, the U.S. public was facing serious 
"rate shock" in the very near future. Over the next several years, he noted, we can expect to see 
the average cost of waste water per thousand gallons to more than quadruple, from $1.06 to 
$4.50, while drinking water will shoot up from an average of $1.27 to $3.50 per thousand 
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gallons. The average cost per ton of solid waste will nearly double, going from $27 to $50. 

The Doctors for Disaster Preparedness Newsletter reported in January of this year that 
Anchorage, Alaska was told by the EPA "that complying with the National Pollution Discharge 
Elimination System of the Clean Water Act would cost about $50,000. As of September, 
Anchorage had spent $1.5 million on the permit application, and the cost of implementing the 
program if a permit is issued cannot yet be calculated ..... Compliance with currently existing 
requirements would cost the city of Anchorage about $430 million ($20,000 per capita) between 
1991 and 2000." 

"The city of Colorado Springs, Colorado was told by EPA officials that it would have to 
spend approximately $49,000 to obtain a stormwater permit," EPA WATCH reported last year. 
"To date, Colorado Springs has spent over $1 million on the permit and is still not yet in 
compliance with EPA requirements. The agency's estimate was off by a factor of 20." 

Congress must be held accountable for the laws that provide the EPA with the illegal and 
tyrannical powers which allow it to run roughshod over the Constitution, and to drive private 
businesses, property owners, and local governments into bankruptcy. 

-- WILLIAM F. JASPER 


ENVIRONMENT Abolishing 
Private Property 
... the theory of the Communists may be summed up in the single sentence: abolition of 
private property. 
-- KARL MARX 
The Communist Manifesto 


Collectivists of all stripes -- communists, socialists, anarchists, fascists -- have ever hated 
private property; in it they have recognized one of the most powerful impediments to their 
totalitarian designs. "Property is theft!" declared Karl Marx's contemporary, Joseph Pierre 
Proudhon, whom Kropotkin dubbed "the Father of Anarchy." Proudhon's most infamous 
anarchist disciple, Mikhail Bakunin, likewise made the private ownership of property the 
prime target of his ire. Said Bakunin: "Collective property and individual property, these two 
banners will be the standards under which, from now on, the great battles of the future will be 
fought." 

Battle in the West 

Although we continue to hear much about the "death of communism," the failure to 
establish genuine private property rights in the "former" communist states of the Soviet Union 
and Eastern Europe remains one of the major obstacles to real economic and political reform in 
those tragic lands, and a primary obstruction to human liberty and prosperity there. But the battle 
between "collective" and "individual" property is just as real in the West. Here, though, the 
collective banner is not the red banner of bolshevism, but the green banner of environmentalism. 

Private property -- the fundamental basis for our free enterprise system -- is under attack 
in the United States as never before. Federal, state, and local governments, together with 
environmental groups specializing in land acquisition, harassing litigation, and outright 
terrorism, are pressing full frontal assaults and numerous flanking maneuvers against the basic 
right of citizens to own property and to exercise all of the natural, God-given rights that 
traditionally flow from ownership. 

In the name of protecting "endangered species, 
"natural landmarks," "wild and scenic rivers," "ancient forests, 


woe wee won 


wetlands, 


wee 


grasslands," "open spaces," 
national parks," and 
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"wilderness," and through numerous similar devices, the cco-extremists, bureaucrats, and 
politicians are threatening the private property owner with extinction. If one takes a look at a 
U.S, map showing the federal government's land holdings, the problem is strikingly obvious. In 
this "land of the free" the federal government has become an enormous land baron hoarding 
hundreds of millions of acres of property from "the people" it claims to serve. 

Writing in 1990, the late economist-columnist Warren Brookes noted: "Of the 2.26 
billion acres of U.S. land area, 885 million acres or 39 percent is already in public ownership, 
730 million owned by the federal government alone." Most of these federal holdings are in the 
eleven Western states where the Bureau of Land Management (BLM), U.S. Forest Service 
(USFS), National Park Service (NPS), U.S. Fish and Wildfire Service (USFWS), and other 
agencies of the landlords on the Potomac dominate economics, politics, lives, and livelihoods to 
a degree that would have been unimaginable and intolerable to the framers of our republic. In 
California, the federal government owns 45 percent of the land, In other Western states it has 
taken even larger portions: In Wyoming, for example, 46 percent; Oregon, 52 percent; Utah. 60 
percent; Idaho. 61 percent; Nevada, 79 percent; and Alaska, a whopping 81 percent. 

Acquisition Attack 

The federal envirocrats now spend annually hundreds of millions of tax dollars to acquire 
vast new holdings and are using unconstitutional regulatory powers to effect noncompensated 
takings of even larger tracts of private property. At the same time, there are aggressive 
campaigns underway to put more and more of the federal lands off limits to human activity, and 
to abolish existing private property rights in and around federal lands. 

Former Senator Alan Cranston's sweeping California Desert Protection Act. now being 
championed by California's new Scnator Diane Feinstein, would add 8.8 million acres to national 
wilderness designation, the most restrictive level of federal "protection." This could deliver a 
death blow to the already struggling California economy and severely impact the entire nation. It 
would close off some of our most valuable mineral deposits and mining operations that produce 
over 95 percent of America's supply of rare earth minerals used in many military and high-tech 
applications. Nearly 600,000 acres of private property would be taken. 

Grazing and water rights of ranchers and farmers -- some that have been passed down in 
families for several generations -- would be abrogated, destroying an important agricultural base. 
Millions of campers, off-road vehicle enthusiasts, and other recreationists would be fenced out of 
the desert, making it, in effect. the private preserve of Sierra Clubbets and their fellow 
eco-elitists. 

Further north in Northern California, Oregon, and Washington, the northern spotted owl 
is preempting 8.3 million acres of federal forest land that the ecoalarmists falsely claim is the 
owl's last habitat. Millions of acres of privately owned forests are affected as well. As a result, 
hundreds of rural timber communities stand on the brink of ruin and the cost of lumber continues 
to soar, adding thousands of dollars to the cost of a new home. President Clinton's April 2nd 
Forest Summit in Portland, Oregon, designed to put a face of concern for people and jobs on his 
environmental agenda, was little more than political song and dance to provide cover for his 
commitment to the radical "ecosystem management" approach that will sacrifice many thousands 
(perhaps hundreds of thousands) more jobs and businesses to "threatened" and "endangered" 
species. 

More "Endangered Species" 

Just two weeks before the Forest Summit, a federal "scientific panel" issued a report on 

667 plant and animal species in the Pacific Northwest. The panel's recommendations on 
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protecting the marbled murrulet alone would ban virtually all logging within 50 miles of the 
Pacific Ocean in Washington and most of Oregon, and within 35 miles of the ocean in Southern 
Oregon and Northern California. The murrulet, a robin-sized sea bird already on California's 
state endangered species list, was exploited successfully enough by environmental litigants in 
court in 1992 to stop Pacific Lumber Company of Scotia, California from harvesting trees on its 
own property under an already-approved state logging plan. 

The state and federal Endangered Species Acts (ESAs) are hitting the taxpayers and 
property owners of California's Sacramento area from all sides. Claiming that the giant garter 
snake is "threatened" by large housing developments on the capital city's outskirts, the green 
crusaders have sued and stopped private projects where millions of dollars have already been 
invested. Two of the major projects combined involve about 90,000 new homes and developers 
estimate their investments will reach $750 million in the next several years, if they are allowed to 
proceed. Besides providing badly needed housing for human species, the projects will also 
provide thousands of construction jobs and will, according to the developers, leave 160,000 jobs 
on-site at completion. 

Joining the giant garter snake in the ESA fray are the delta smelt and the Chinook 
salmon, on whose behalf the eco-fanatics have brought suit to drastically restrict water usage 
along the Sacramento and American Rivers. Thousands of farmers and ranchers face both drastic 
cuts in water allotments and steep price increases for what water they do obtain. Many will go 
under, losing lands that have passed from generation to generation. But not to worry, the 
government will turn these farms into "wildlife refuges." 

On March 11th, one day after announcing its Forest Summit. the Clinton Administration 
announced that the Mexican spotted owl will be added to the "threatened" listing under the ESA, 
thereby afflicting the timber communities of Utah, Colorado. New Mexico, and Arizona with the 
same destructive policies that have ravaged the Pacific Northwest. 

Tens of thousands of private property owners are also threatened by these ESA listings. 
In Georgia, an elderly couple were prevented from selling timber on their property to pay for 
medical expenses because the property might be a "possible" nesting site for the redcockaded 
woodpecker, even though none of the birds were ever found on their land. In Kanab, Utah, a 
retired veteran was prevented from building an RV park on his property because it was said to be 
home to the kanab ambersnail. He was told he must sell his land to the Fedgov protectors of the 
precious snail. In Maryland, a couple were not allowed to stop the erosion threatening their cliff 
house overlooking Chesapeake Bay because such action might threaten the habitat of the puritan 
tiger beetle. Yes, to the enviromaniacs the home of the bug and the slug take precedence over the 
home of the human. 

Look at the Constitution 

The Bill of Rights of the U.S. Constitution prohibits the federal government from taking 
private property "without due process of law" and "without just compensation." In a 1992 
decision, the U.S. Supreme Court ruled "that regulations that leave the owner of land without 
economically beneficial or productive options for its use" may constitute a "taking" requiring 
compensation. 

Yet, under the broad and arbitrary federal definitions for wetlands, millions of private 
property owners are at risk of having their lands taken without compensation or due process 
through regulations that will make their properties useless. The same applies to many thousands 
of "inholders," private owners whose properties border federal forests, grasslands, parks, 
monuments, scenic rivers, wildlife refuges, and wilderness areas. Still tens of thousands more 
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farmers and ranchers face extinction if the environmentalist campaigns to abolish legally 
established private property rights -- to water, grazing, and minerals -- on Forest Service and 
BLM lands succeed. 

When our nation was rounded, seven of the original 13 states had claims to Western lands 
that they ceded to the federal government on condition that they "be disposed of"-- that is, given 
or sold to private citizens. Thomas Jefferson opined that these lands should "never after, in any 
case, revert to the United States." That intent of the Founding Fathers has been subverted, and 
with it much of the protection against omnipotent government. 

"Let the people have property," observed Noah Webster, "and they will have power -- a 
power that will forever be exerted to prevent the restriction of the press, the abolition of trial by 
jury, or the abridgement of any other privilege." Those who would abolish private property rights 
know this; and you can be sure that the abolition of all other rights will follow if they succeed in 
negating this fundamental right. 

-- WILLIAM F. JASPER 


ENVIRONMENT Superfund or 


Superfraud? 

Virtually everyone (including most environmentalists) agrees that the Superfund 
toxic-waste cleanup program has been an expensive, wasteful boondoggle. Since Congress 
approved the Comprehensive Environmental Response Compensation and Liability Act in 1980, 
approximately $11 billion has been spent on the program, yet only about 10 percent of the 1,200 
hazardous waste sites that were supposed to be restored have been. New sites are being added at 
the rate of 100 per year. An estimated $100 billion to $1 trillion (or more) will be required to 
complete the Superfund agenda, most of which will go to pay attorneys and abate health 
"hazards" that do not even exist. The federal government's Superfund budget for fiscal 1993 is 
$1.59 billion. 

The Superfund list now includes the backyards of more than 110 homes. Once a property 
has been added to the roster, it becomes virtually impossible to sell it, since buyers must assume 
the potential cleanup headaches and expenses. Property values, and the rights that underpin them, 
can be destroyed at the stroke of a bureaucratic pen and without compensation to the owners. 

Fright-Peddling at Love Canal 

In 1980, then-Representative Al Gore (D-TN) was the chief congressional investigator 
responsible for generating public hysteria over the discovery of seeping chemicals at Love Canal 
in New York. He coauthored the resulting Superfund law. Although hundreds of persons were 
evacuated from their homes at Love Canal, Forbes magazine noted in its July 6, 1992 issue that 
"healthwise, Love Canal was in the end harmless. And anyway the leak was basically caused by 
careless government development after compulsory purchase." Any real damage that occurred 
was due to the mental and emotional distress induced by environmental fright-peddling. 

Regarding the cause-and-effect relationship between cancer and chemicals at hazardous 
waste sites, researchers have been unable to establish one. Indeed, as noted by Dr. Thomas W. 
Orme, Washington representative of the American Council on Science and Health, the "National 
Cancer Institute cannot identity a single person whose cancer resulted from exposure to waste 
site carcinogens. The EPA has no such evidence, nor does the Agency for Toxic Substances and 
Disease Registry." 

The Superfund law assigns full, ex post facto liability for waste disposal that may have 
occurred decades before the law was passed and was legal at the time. This government-imposed 
liability is: 
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* Strict, meaning that a potentially responsible party (PRP) can be held liable regardless 
of the degree of care it exercised in managing hazardous substances; 

* Retroactive, meaning that liability applies to actions taken prior to enactment of the 
Superfund statute; 

¢ Without regard to cause, meaning that liability may be imposed without proof that the 
PRP actually released harmful substances at the site; and 

* Joint and several, meaning that any party connected with a hazardous waste site can be 
held responsible for the entire cleanup bill, regardless of how much waste it may have 
contributed or how much of a danger the waste posed. 

Needless to say, such a draconian and unfair liability standard has encouraged extensive 
litigation over who is liable and created a financial cornucopia for attorneys. The controversy 
over one site in Long Island, New York has involved 136 law firms representing PRPs, and 
another 72 law firms representing the PRPs' 442 insurers. The site has been on the Superfund 
priority list for more than eight years, but a cleanup plan has yet to be approved. As much as 60 
percent of the amount spent for environmental cleanup goes to attorneys. 

Economist Paul Craig Roberts observes that since "waste disposal sites are the historic 
results of many users, some of which no longer exist or have gone broke," the law places "the 
liability on profitable businesses that could be remotely connected with the site." In practice, this 
often means banks that loaned "money to companies whose waste disposal practices have been 
retroactively declared illegal," and insurance companies "that insured aspects of a retroactive 
polluter's business, even if they may never have collected a penny in premiums for pollution 
coverage." 

Unreasonable Demands 

Approximately 90 percent of the amount spent on cleaning up an average Superfund site 
is devoted to removing the last 10 percent of the waste. In many instances, attempts are made to 
achieve pristine conditions that did not exist prior to the contamination. In Columbia, 
Mississippi, the Superfund is overseeing a $20 million project to clean up an 8 lacre site. The 
concentrations on that site rarely exceeded 50 parts per million, or perhaps two ounces of 
chemicals mixed in a ton of soil. Some experts told the EPA that the amounts were harmless. 
They suggested that the best approach would be to spread a layer of cleaner soil over the 
"contaminated" soil, at a cost of perhaps $1 million, and let it go at that. Instead, the EPA chose 
the most expensive option available, ordering that more than 12,500 tons of soil be hauled away 
at a cost of $7,500 for each of 450 dump-truck loads. The EPA wants to make sure that children 
can play in the dirt without risk, and the limit on the allowable contaminants was set low enough 
to supposedly enable a child to eat one-half teaspoon of dirt per month for 70 years and not get 
cancer. 

Former EPA Administrator William K. Reilly reportedly described the Superfund on one 
occasion as the worst piece of legislation ever passed by the U.S. Congress. On February 23, 
1993, a group of GOP senators gave their "Red Tape Award" to the EPA for its "wasteful and 
inefficient management" of the program. And President Clinton, during a February 11th briefing 
for businessmen on his economic plan, asserted that the "Superfund has been a disaster." The 
President neglected to remind his audience, however, that one of the key architects of this 
environmental and fiscal monstrosity was his hand-selected running-mate, Vice President Albert 
Gore. 

-- ROBERT W. LEE 


ENERGY Sapping 
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Our Energy 


In the richest country in world history, with our energy supplies more abundant than ever 
before, the President of the United States is talking about "shared sacrifice" rather than 
unleashing our resources, is bringing regulations back with even more of a vengeance, and has 
vowed to tax (and thus restrict) the power that runs the industrial engine behind the American 
economy. In practice, this means economic punishments are to be inflicted, with business 
transformed into a scapegoat and radical environmentalism used as the excuse for more stringent 
government controls. 

Predicted Shortages 

It was in 1990 that U.S. petroleum was supposed to run dry. That was a prediction made 
by President Jimmy Carter when he attempted a power grab by using the "shortage" caused by 
the economic disruptions that he made worse. We did not run out, as you may have noticed, 
though short-term gasoline taxes, which were designed to make us believe we had a "shortage," 
have since been made part of the government's operating budget. 

When Carter was speaking of shortages, we were sitting on top of supplies estimated at 
500 years' worth of petroleum, 300 years' worth of natural gas, and enough coal for 1,500 years. 
Not to mention nuclear power for untold centuries. (The latter industry, however, has been 
slammed to a stop.) 

We have been "running out" of resources for a very long time. This has been the case, in 
part, because proven reserves are a function of price and available technology. When energy 
producers find profit enough for the investment, or when technological improvements enable 
producers to tap additional supplies, lo and behold, the estimates of "proven reserves" are revised 
and the energy is produced. 

Jimmy Carter was not the first to throw out bogus predictions. Consider the lollowing, 
using petroleum as an example (gleaned in part from The Doomsday Myth: 10,000 Years of 
Economic Crises, by Charles Maurice and Charles Smithson. and Sorry, We're Out of Energy ... 
Or Are We?, by John Tenney and Eric Skousen): 

* In 1859, seven years after the first oil well was drilled. the U.S. Revenue Commission 
wondered about imminent depletion and expressed concern about a synthetic replacement. 

* In 1891, the U.S. Geological Survey determined that there was no chance of finding 
significant oil deposits in Texas. 

* In 1914, the Bureau of Mines announced that the maximum total amount of oil 
produced in the future would be six billion barrels. (Even in the 1970s, oil companies were 
pumping out that amount every 20 months.) 

* In 1926, the Federal Oil Conservation Board predicted that only seven years of 
petroleum remained. 

* In 1939, the Department of the Interior announced there was only a 13-year supply of 
oil left, and that the country would run out by 1952. 

* In 1947, the State Department concluded that there were no new oil reserves in the 
United States. The next 

year, 4.8 billion barrels were discovered, the largest such discovery in U.S. history to that date. 
* In 1951, the State Department said global oil reserves would run dry by 1964. 
Fear Tactics 

Jerry Taylor, director of natural resource studies at the Cato Institute, notes that after that 
last observation, world oil reserves grew 1,000 percent. How much is left? Who really knows'? 
Taylor cites the best expert guess at 650 years' worth of oil remaining for future generations at 
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current rates of consumption. In a valuable monograph ("Energy Conservation and Efficiency: 
The Case Against Coercion") published this March, Taylor notes that "society has experienced a 
steady increase, not decrease, in oil reserves and energy capacity. The world now has almost 10 
times the proven oil reserves it had in 1950 and twice the known reserves of 1970. Proven 
reserves of coal and natural gas have increased just as dramatically. In fact, known oil reserves 
are greater today than at any other time in recorded history." 

Nuclear energy, alluded to above, is heavily ruled by federal regulations; thus, it has been 
easier lot the obstructionists to stand in its way nationwide. In terms of the growth of the 
industry, a peak year for nuclear power in the U.S. was 1973, a year in which 41 reactors were 
ordered. Of those, however, 32 were eventually cancelled. All 39 additional reactors ordered in 
the next five years were likewise scrubbed. Although the U.S. still gets the most total electricity 
generated by nuclear power in the world, the percentage of its electricity generated by nuclear 
power is but 21.7 percent. France, with 72.7 percent of its electricity generated by nuclear power, 
is tops in this category, followed by Belgium, Sweden, Hungary, South Korea, Switzerland, 
Spain, Bulgaria, Finland, Germany, and Japan. 

Heavy Hand of Government 

The "invisible hand" spoken of by Adam Smith is often really invisible in the field of 
energy; the heavy hand of government holds sway. 

Consider the Alaska oil pipeline that was originally set to be built at a cost of $900 
million. Legal and environmental action caused changes to be made in its design; this, coupled 
with delays and added interest accrued, brought the figure for the pipeline to the vicinity of $9.6 
billion. 

Consider too the recent fight in Congress over spending some $16 billion for economic 
"stimulus." How much less publicity went to the oil that could be coming out of the Arctic 
National Wildfire Refuge (ANWR), which (according to a Wharton Econometric Forecasting 
report) could have increased the GNP in the United States by $50.4 billion during its peak 
production years? As the Wall Street Journal editorialized in 199 |:"The experience of the 
nearby Prudhoe Bay field indicates that developing ANWR would affect only about 13,000 acres 
out of 1.5 million, a minute percentage of the whole. All equipment would be carefully removed 
and the ground reseeded after the extraction of any oil. Environmentalists won't even discuss the 
issue. 'There can be no compromise,' says Allen Smith of the Wilderness Society. 'The refuge 
must not be violated, or it will be destroyed." 

The Bush Administration similarly locked up both coasts to oil and gas leases shortly 
before the Persian Gulf War, which was widely claimed to be a battle to keep open the world's 
fuel lines. 

The fleet-mileage requirement, called Corporate Average Fuel Economy (CAFE) 
standards, is another area in which statists have overridden free-market decisions. Indeed, an 
increased CAFE standard was a campaign promise of the Clinton team. The standard has had a 
negative economic impact and has caused needless loss of life. As summarized by the National 
Center for Public Policy Research, the CAFE standards (which have forced the manufacture of 
smaller cars) have been linked to a 14 to 27 percent increase in fatalities, which would jump up 
to 60 percent if the standard is raised to 40 miles per gallon, and could lead to as many as 
149,000 needless deaths in a decade. Raising CAFE could result in the loss of 100,200 jobs, 
according to the Federal Trade Commission. The "shadow tax" caused by higher CAFE 
standards is as much as $2,000 per car. Finally, the Federal Trade Commission has concluded 
that CAFE costs the American economy four dollars for every gallon of gasoline saved. 
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Clinton's Energy Tax 

Despite having campaigned against a gasoline tax, the President is now pushing an 
increased gas levy plus a tax on the heat content of fuel (oil, coal, natural gas, hydroelectric, 
alcohol, and nuclear) as measured in British Thermal Units (BTUs). 

Veteran oil company officials had their noses put out of joint when they were lectured on 
the evils of their industry by 29-year-old lawyer "Katie" McGinty, Al Gore's former 
environmental specialist since his Senate days, who now heads the White House Office on 
Environmental Policy. Several reported it was like listening to a college freshman. 

Consumers can expect to get their noses disjointed, too: Already in Chicago, according to 
Illinois public utility commissioner Terence Barnich, about a quarter of a family's total monthly 
household electric and gas bill is caused by federal and state taxes, local utility taxes, and 
franchise fees. Mr. Clinton's latest proposal will of course add to the total. 

Economist Stephen Entin of the Institute for Research on the Economics of Taxation has 
determined that if the entire energy-tax program were passed, perhaps a full percentage point 
would be lost in the gross national product. He estimated that up to 700,000 jobs might be lost to 
a full-fledged BTU tax. Yet up to 40 percent of the projected tax revenues would be offset by 
reduced income caused by the depression in economic activity. 

Alan Reynolds at the Hudson Institute added some perspective: "The energy tax falls 
most heavily on areas with intemperate weather, long driving distances, or energy-intensive 
industries. It is quite misleading to call it a 'consumption tax." It is, instead, a formidable tax on 
a vital input into production. It would raise production costs for many struggling industries, such 
as airlines, autos, aluminum, paper and agriculture. It would raise transport costs. The resultant 
corporate losses would make a joke out of projected corporate tax receipts, and would also turn 
jobs into layoffs." 

Speaking sarcastically of increased fuel costs for the beleaguered airline industry, the 
Journal of Commerce remarked: "There's nothing like $2 billion in higher operating costs to 
revitalize a depressed industry." Further, as Michael Fumento demonstrated in an excellent 
article in Investor's Business Daily for March 5th, there won't be any supposed reduction in 
dependence on foreign oil, because "equal" tax treatment on foreign and domestic producers hits 
home harder where profit margins are thinner. 

Regulations and taxation breed more of the same. Economist Paul Craig Roberts 
observes: "To shield the poor from higher transportation, electricity, and heating bills, Mr. 
Clinton is expanding the Low Income Energy Assistance Program, the Earned Income Tax 
Credit, and Food Stamps by $10 billion a year." 

* * * 

All the regulation and taxation of energy fit quite well into what President Clinton's close 
friend (and now labor secretary) Robert Reich proposed in his book Minding America's 
Business -- namely, an "industrial policy" of "active government" in "partnership" with large 
corporations. Llewellyn Rockwell summarized Reich's views, noting it called for "centralized 
direction of business, massive subsidies to favored corporations, more regulation, legal barriers 
to new entrepreneurs, 'a whole range of special tariffs, quotas, loans, and guarantees,' and a 
knowledgeable’ team of government bureaucrats running everything." 

Reich endorsed that direction a decade ago. Now the regulators are again sapping our 
energy and once more making a power grab. 

-- WILLIAM P. HOAR 


CIVIL RIGHTS Full Employment 
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In the February 15, 1993 issue of Forbes magazine, senior editor Peter Brimelow and 
staff writer Leslie Spencer reviewed the emerging reality of affirmative action quotas in the 
United States. In "When Quotas Replace Merit. Everybody Suffers," Brimelow and Spencer 
note: "All employers with more than 15 staff, public, private or nonprofit, come under the 
EEOC's | Equal Employment Opportunity Commission] Uniform Guidelines on Employee 
Selection Procedures. All can be sued by the EEOC for 'discrimination' if the racial, ethnic and 
sex mix of new hires diverges sufficiently from that of all other qualified applicants -for 
example, if the percentage of blacks hired is lower than the percentage of blacks applying." The 
EEOC Uniform Guidelines are enforceable for nearly 90 percent of the non-farm private-sector 
jobs in the United States. 

Brimelow and Spencer also write that the more than 400,000 companies doing business 
with the federal government must consult with a nearly 700-page manual in order to comply with 
the rulings of the Office of Federal Contract Compliance Programs (OFCCP). Many institutions 
of higher learning throughout the nation are also monitored by the EEOC, the OFCCP, and the 
Civil Rights Office of the Department of Education. 

"And finally," state the authors, "there are federal, state and local governments. Here a 
racial and gender spoils system has effectively subverted the merit hiring rules so painfully 
established by Progressive Era reformers at the beginning of the century." 

A Lawyer's Bonanza 

Federal civil rights legislation is an effective device for providing full employment in the 
overpopulated lawyering industry. The two most significant enactments have been the 
Americans with Disabilities Act (ADA), which went into effect in 1992 for employers of 25 or 
more people and which, in 1994, will cover employers of 15 or more; and the Civil Rights Act of 
1991, which made it easier than Supreme Court decisions had previously allowed to sue 
employers for discrimination on grounds of race, national origin, disability, sex, or religion. 

An indicator of the vagueness of the ADA's mandates is the first suit filed by the Justice 
Department under the act. Last December, the department filed a civil suit against Becker CPA 
Review, an Encino, California firm that offers training courses throughout the nation for the 
certified public accountant exam. The Justice Department claims that Becket violated Title III of 
the ADA by refusing the request of Rod Jex, a deaf student, for a sign language interpreter. Title 
IH forbids discrimination "on the basis of disability in the full and equal enjoyment of the goods, 
services, facilities, privileges, advantages, or accommodations of any place of public 
accommodation." The ADA requires a public accommodation to "make reasonable modifications 
in policies, practices, or procedures" and to take "such steps as may be necessary to ensure that 
no individual with a disability is excluded, denied services, segregated or otherwise treated 
differently ... because of the absence of auxiliary aids and services, unless ... such steps would 
fundamentally alter the nature of the good, service, facility, privilege, advantage or 
accommodation being offered or would result in an undue burden." 

Newton Becket, the head of the firm that bears his name, notes that he has provided 
transcripts for hearing-impaired students since 1987, and argues that the transcripts are more 
effective than interpreters because most of the course is taught through audiocassettes rather than 
with live lecturers. Until Jex made his request, no student had asked for an interpreter, according 
to Becker. He claims that at least 10 hearing-impaired students have successfully taken his 
course without a sign-language interpreter. 

After the suit was filed, Becket hired an interpreter for Jex, who is taking the course in 
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preparation for the CPA exam in May 1993. But the suit, filed in federal court in Washington, is 
still likely to go to trial because government officials are seeking damages and a fine of up to 
$50,000. The Los Angeles Times for March 16, 1993 reported the story and included an 
interview with Michael Newkirk, a deaf man who took Becker's course two years ago. Newkirk, 
who did not ask Becker for an interpreter, passed all parts of the CPA exam last November and is 
now working as an accountant for a utility firm. "No, No, No!" Newkirk told the Times in a 
phone interview with his wife relaying the questions, "It's not the interpreter. Becket provided 
everything I needed. The key to passing is doing the homework." 

Sam Person, co-founder of a New York firm which is a rival of Becket's, said, "I've had 
over 125,000 students since 1967, and to my knowledge we've never had a request for an 
interpreter." Advocates for the disabled, however, claim that many hearing-impaired people do 
ask for such services but are often denied them by lower employees who do not bring the request 
up to higher management. "And some probably didn't ask because they knew they wouldn't get 
one," said Ken Kresse, legal director at the California Center on Law and the Deaf in Oakland. 

The significance of the Becket case lies beyond the practicalities of running a CPA 
review course. Rather, this first case under the ADA dramatizes the inherent vagueness which 
makes that law a potential bonanza for lawyers. The ADA requires the proprietor "to make 
reasonable modifications" and "to take such steps as may be necessary." What do those terms 
mean? And what steps would so "fundamentally alter" the service or result in an "undue burden" 
so that those steps would not be required? Only litigation will provide the answers -- and 
generate the legal lees that may be the main byproduct of the ADA. 

Arbitrary Nature 

In addition to their vagueness that invites litigation, the new "civil rights" laws remind us 
that arbitrary administration is characteristic of such laws. The September 1992 issue of the 
Annals of the American Academy of Political and Social Science contained a ease study of a 
compliance review proceeding brought in 1979 through the Office of Federal Contract 
Compliance Programs (OFCCP) against the National Bank of Greenwood, Indiana. The 
proceedings, instituted to review the bank's equal employment opportunity policies and its 
affirmative action plan and activities, lasted more than two years and were the subject of Senate 
oversight heatings in 1981. 

The Greenwood bank was apparently selected at random for the compliance review, since 
no one had ever charged the bank with employment discrimination. Bank officers testified that a 
"prime example" of "ineptitude or bumbling" by the OFCCP was its statistical analysis of the 
"availability" of women and minority employees: "[In] September of 1979, the OFCCP 
[provided] ... forms .... Days later, a Bank representative ... was told not to use these ... [but] a 
different set ..... Within an hour, the OFCCP instructed him not to use the second ... [but] a 
third set of forms. The Bank completed ... [them and] a listing of jobs in a format requested by 
the OFCCP representatives. Six months later when the investigation was turned over to a [new 
OFCCP] representative ... two of the primary deficiencies she found were that the Bank's 
statistical analysis and listing of jobs were not in the proper format." 

The Greenwood bank spent, through mid-1981, over $100,000 and 4,000 man-hours to 
meet OFCCP regulations and requests, although no complaints had been made against the bank. 
The bank was reportedly audited twice more after that, although no complaints had been filed 
against it. 

In illustrating the burdens which bureaucratic snoopers can impose on small business, the 
Annals study of the Greenwood case noted that in the bank's attempt to comply with the 
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OFCCP's many demands, it "provided literally a complete job history of all its employees, past -- 
in some cases, back to 1947 -- and present: their name, race, sex, and educational level; copies of 
all job applications; dates of hire and termination; all jobs held and the dates; the minimal 
qualifications for each job; any changes in these qualifications over the years; training given; 
wage and salary recommendations; dates and amounts of pay raises; job descriptions and 
responsibilities; hours worked per week and attendance records." 

In addition, the bank provided the OFCCP with information on disciplinary actions, 
transferals, and promotions, as well as records of who was involved in these decisions and how 
such decisions were made. The bank also provided the agency with the "names of all employees 
who became pregnant; their job title, pay, and the date and nature of any subsequent change in 
job or pay; the date each pregnancy was known to the bank; the date pregnancy leave started and 
ended; whether formerly pregnant employees were still employed; their address and phone." 

The Annals article noted that the Greenwood bank case is relevant today because the 
compliance review "was initiated during the period when President Carter's administration put 
renewed emphasis on affirmative action. What bank officers thought inane, government officials 
may have considered minor pains inflicted for a valuable social purpose." The bank was 
reviewed again by OFCCP in 1988 and 1989. "The reviews were evidently shorter and more 
merciful -- critics of Reagan and Bush policies might say more perfunctory and toothless -- than 
the earlier investigation." It is a lair surmise that compliance reviews under the Clinton 
Administration will more nearly resemble the reviews under the Carter regime than they will 
those under the Reagan and Bush Administrations. 


-- CHARLES E. RICE 


"Civil Rights Tax" 


Earlier this year, the American Tort Reform Association (ATRA) reported that the 
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Even as advocates of big government promote socialized medicine as the "solution" for 
our national health-care crisis, government agencies (with the blessing of Congress) continue to 
impose policies that artificially inflate the cost of medical care. Consider, for instance, the new 
Occupational Health and Safety Administration (OSHA) blood-borne pathogen standard that 
went into effect on July 6, 1992. All businesses -- such as hospitals, doctors, dentists, ambulance 
services -- whose employees might be exposed to blood or blood products are required to meet 
this standard, which supposedly is intended to curb the transmission of Hepatitis B and the HIV 
virus. It requires businesses to list all employees who face exposure on the job; devise an 
exposure-control plan; provide employees with a "free" series of three hepatitis vaccinations 
costing around $150 per series; provide "free" treatment for employees who suffer exposure via 
such injuries as needle sticks, cuts, scratches, and human bites; provide "free" 
exposure-reduction training for employees; provide protective garments from gowns to rubber 
gloves to masks; and maintain records for review by OSHA for 30 years. 

Onslaught of the Attack 

But OSHA regulations impact more than just the medical field. According to a 1990 
General Accounting Office survey, OSHA has jurisdiction over 3.6 million companies and 55 
million workers. Its fiscal 1992 budget was $287 million. Once its decrees have been published 
in the Federal Register, they have the force of law. 

The Occupational Safety and Health Act which spawned OSHA was signed into law in 
1970 and granted OSHA's "compliance safety and health officers" authority to enter and inspect 
virtually any place of business without search warrants or probable cause. Anyone alerting an 
employer in advance of an OSHA inspection was subject to a hefty fine, a jail term, or both. 

The widespread abuse of this unconstitutional grant of virtually unrestrained authority 
has resulted over the years in a multitude of legendary incidents of abuse, such as the following: 
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¢ A small firm was compelled to build separate washrooms for men and women, even 
though the firm's only two employees were husband and wife. 

¢ An OSHA inspector was killed after tripping over a railing which another OSHA agent 
had earlier forced an employer to install. 

¢ A restaurant owner was ordered by OSHA to move a toilet in the establishments public 
restroom because it was supposedly so far from the wall that someone might fall off. 

¢ A foundry was ordered to provide hard hats for its employees despite 15 years of 
operation without a single head injury. 

In many instances, businesses have been Forced to shut down entirely due to onerous 
OSHA edicts. In that sense, OSHA can indeed be said to have promoted workplace safety, since 
few places are "safer" than a business that has been compelled to close its doors. 

Contradictory Dictates 

Many OSHA decrees have proven contradictory and/or counterproductive. For example, 
to protect workers from accidents, OSHA required vehicles at construction sites to be equipped 
with a buzzer or horn audio-alarm signal. Then, to protect the hearing of the same workers from 
noise-related injuries, it required them to wear earplugs. In Oregon, where OSHA forced loggers 
to wear ear plugs, a log rolled onto a man who had to wait two hours for help because his 
OSHA-"protected" fellow loggers could not hear his cries for help. 

OSHA directives have also conflicted with those issued by other federal agencies: 

¢ The Federal Meat Inspection Service insisted that an Armour and Company 
meat-packing plant have an opening in a sausage conveyer line so that samples could be 
extracted for testing. But OSHA told the company to keep the opening closed, since it 
constituted a safety hazard. Each agency threatened to shut down the plant unless its demands 
were met. 

* OSHA ordered a Massachusetts supermarket to install a non-slip grating on its 
workplace floor, after which the Agriculture Department forced the market to rip out the grating 
and install a sanitary tile floor. 

¢ The Environmental Protection Agency (EPA) wanted steel mill operators to place hoods 
over coke ovens to reduce air pollution, but OSHA wanted the hoods removed because they 
caused the workers to breathe increased emissions. 

The impact of OSHA edicts is often felt most severely by small businesses, thousands of 
which have been driven under by OSHA's often impossible demands and draconian fines. Most 
small firms simply do not have the financial resources to hire lawyers, accountants. and 
consultants to evaluate OSHA regulations and contest unjustified citations. But larger firms do, 
and some have benefited handsomely after OSHA has driven their smaller competitors from the 
marketplace. A few years ago, when one large Midwest foundry was required to spend nearly $1 
million for new equipment and design changes imposed by OSHA, the owner was delighted. He 
explained: "That million dollars turned out to be a tremendous investment for us. Not because 
our safety record has improved or because our products are any better. What happened is that a 
number of our competitors could not afford these same demands from OSHA and are now out of 
business. We're booming!" 

Fighting Back 

As OSHA began wielding its unconstitutional authority in an oppressive manner, a 
number of courageous businessmen began fighting back, and in one instance after another the 
courts began ruling in favor of OSHA's victims. Prior to his election as President in 1981, 
Ronald Reagan railed against OSHA in speeches, radio broadcasts, and his syndicated newspaper 
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column. As President, however, he did not seek its abolition, but sought to "moderate" its 
excesses and "make it work." 

Today, the Reagan Administration is scolded by OSHA's advocates for supposedly 
eviscerating the agency. The statistics indicate, however, that slowing the growth in OSHA's 
budget, reducing the number of inspections and citations, and focusing on high-risk industries 
rather than badgering the average businessman, resulted in a safer and healthier workplace. 

Which in turn implies that OSHA's efforts over the years had not only contributed little or 
nothing to a safer work environment, but may actually have made the American workplace less 
safe than it otherwise might have been. For example, Fortune magazine for April 16, 1984 
reported: "Back in the early Seventies, when OSHA was just getting started, the incidence of 
occupational injury (number of workdays lost annually per 100 workers) was under 50. After 
seven or eight years of rising appropriations at OSHA, the incidence was running around 66. 
After insensitive Reagan funding cutbacks, it fell back down to 57.5 in 1982." In other words, 
"there is a high and positive correlation between OSHA appropriations and the workplace injury 
rate. Increasing the appropriation for OSHA in any given fiscal year predicts a higher, not a 
lower, injury rate in the overlapping calendar year." 

According to the Statistical Abstracts of the United States, in 1945 there were 18 
employment-related deaths per 100,000 workers in the manufacturing sector. By 1970, the rate 
had been cut in half (to nine per 100,000), during a period when industry was handling safety 
and health concerns largely on its own. But thereafter, the rate flattened out. Between 1971 
(when OSHA began operating) and 1980, it either remained at nine per 100,000 (1971-73, 
1975-79) or fell no lower than eight per 100,000 (1974 and 1980). Not until 1981, the first year 
of the supposedly "neglectful" Reagan Administration, did the rate drop to seven. In 1982, it fell 
to six, where it stayed until falling to a record low of five in 1987. 

A New Assault 

Despite this encouraging trend, the Bush Administration began in 1989 to move OSHA 
back into its old, dictatorial mode, and the Clinton Administration is determined to continue this 
disturbing trend. Major union-backed legislation to expand OSHA's unconstitutional and 
economy-eroding powers will, if approved, heap at least another $50 billion a year in compliance 
costs alone on American businesses, all of which will be passed along to consumers. 

In March 1992, OSHA proposed a 3,500-page rule intended to establish workplace 
exposure limits for some 1,000 substances in three industries. OSHA claimed that the standards 
would save from eight to 13 lives. The Office of Information and Regulatory Affairs, which 
reviews and approves the endless deluge of federal regulations, sent the proposed rule back with 
the intriguing request that OSHA also include data indicating how the $163 million annual cost 
of the regulations might harm workers' health. It is a crucial point, since poverty is associated 
with ill health, and workers become impoverished when regulatory tribulations compel 
companies to shut down, lay off workers, or move to other countries. The Office of Management 
and Budget had estimated that there is one additional premature death for every $1.8 million to 
$7.25 million of additional regulatory costs imposed on the economy. Using the higher figure, 
OSHA's claim that its rule could save from eight to 13 lives was more than offset by the 22 
deaths that could be expected from implementation of the rule itself. Using the lower figure, 
potential deaths from the OSHA proposal (90) exceeded the potential lives saved by some 82! 

Similarly, in July 1991, OSHA proposed tougher standards to protect textile finishers 
from exposure to formaldehyde. The November/December 1992 issue of Executive Alert, 
published by the Dallas-based National Center for Policy Analysis, noted that OSHA "rules on 
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formaldehyde are aimed at workers who face a risk [of death from exposure to formaldehyde] of 

one in 1.5 million." OSHA estimated that the standard would cover 970,723 workers in textile 

finishing plants and the apparel industry, at an annual cost of $7,322,864. Applying the OMB 

regulatory cost/premature deaths criterion, from 1.6 to 6.3 lives would be lost for each life 

"saved" by the OSHA rule. As American Enterprise Institute economist Robert Hahn has 

observed, "OSHA, the agency that is supposed to be protecting us, may actually be harming us." 
* * *k 


More than two decades ago, investigative reporter Alan Stang prophetically warned that 
OSHA was "carefully designed to create a climate of terror -terror which can be used selectively 
for political purposes -- to turn businessmen into criminals, to cast them as ogres who have no 
interest in safety, to deny their civil rights and eventually those of everybody." 

OSHA should not be reformed, and certainly should not be further strengthened; it should 
be abolished. Its record to date demonstrates the futility of attempting to reform, contain, and 
"moderate" an unconstitutional monstrosity that never should have been created in the first place. 

-- ROBERT W. LEE 


Recall the CSPC 

Constitutional scholar Dan Smoot once observed that "every consumer-protection 
movement in American history has moved the nation in the wrong direction, has done the 
opposite of what it promised, has diminished the freedom of the people while augmenting 
government's oppressive power." The record of the Consumer Product Safety Commission 
(CPSC) documents Smoot's contention. 

The CPSC, whose fiscal 1992 budget was $38.6 million, was established as an 
independent agency in 1972 with a broad congressional mandate to ban products, order recalls, 
and impose standards that would supposedly protect the public from risky consumer items. That 
same year, the Food and Drug Administration (FDA) banned the popular "Flutter Ball" and 
"Birdie Ball" toys manufactured by Marlin Toy Products, Inc., on grounds that the small plastic 
pellets they contained posed a hazard to children. The company spent $95,000 to recall the toys 
and thereafter marketed only pellet-free versions. 

But on October 1, 1973, just prior to the Christmas season, the CPSC published a list of 
forbidden toys which mistakenly included the "Birdie" and "Flutter" balls unless they contained 
plastic pellets! Marlin officials requested a prompt clarification, but the Commission refused to 
notify toy retailers until its next regular listing months later. With the two toys accounting for 40 
percent of Marlin's business, the company was forced out of the toy business and 75 employees 
lost their jobs. 

A Few Examples 

On another occasion, the CPSC urged garment companies to add chemical flame 
retardants to sleepwear for children. The most effective substance available was TRIS (2, 
3-dibromoprophyl phosphate), which the industry began using. A few years later, the CPSC 
banned TRIS on grounds that animal tests had shown it to be carcinogenic. Huge inventories of 
TRIS-treated garments were pulled from the market, costing manufacturers at least $50 million. 
Congress eventually found the CPSC actions to be so contradictory and unfair that it permitted 
companies to sue the government (meaning the taxpayer) for damages. 

The CPSC formally published its first mandatory ruling in 1976 in an attempt to regulate 
swimming pool slides. A federal court eventually struck it down on grounds that the agency had 
never determined if the decree would actually reduce injuries. And in 1982, urea formaldehyde 


(c) 2000 American Opinion Publishing, Inc. -- Wwww.thenewamerican.com 


foam insulation, which had been installed in nearly a half-million homes during the 1970s, was 
banned by the CPSC as a health hazard. The cost of removal was around $25,000 per house. 
Eventually, a federal court struck down the ban for lack of evidence that the insulation actually 
posed a threat. 

After the CPSC required supposedly "child-proof caps on bottles of aspirin and other pain 
relievers, many elderly persons (especially those with arthritis) found them so difficult to open 
that they began leaving the tops off, thereby increasing the risk to children. At least one person 
died during a futile attempt m remove the top from a heart-medicine prescription. Studies in 
which all factors were carefully controlled found that the safety-cap ruling had no appreciable 
impact on the rate of aspirin poisoning among children. Indeed, a thorough evaluation of the 
issue by Duke University Economics Professor Kip Viscuisi revealed that the percentage of 
poisonings from safety-capped containers increased. One reason may have been the extent to 
which parents began relying on government standards, rather than their own good judgment, and 
therefore became less cautious. 

The Worm Gett'r was a device consisting of two wood-handled steel rods connected by 
an insulated wire to an electrical plug. When the probes were inserted into the ground, an electric 
current would cause worms to wiggle to the surface where they could be easily collected as bait 
for fishermen. Phil and Marilyn Dye of Caldwell, Idaho produced and sold tens of thousands of 
the popular gadgets before the CPSC destroyed their business. The agency claimed that the 
Worm Gett'r was dangerous, but could produce no evidence that anyone had ever been hurt by 
one. Indeed, the Dyes had never received so much as a single complaint. 

The CPSC, in a ludicrous attempt to make its case, produced records showing that 28 
persons had died since 1971 using sundry types of poorly constructed homemade worm probes 
(made from such paraphernalia as coat hangers and golf clubs), which was actually evidence that 
the carefully constructed and safe Worm Gett'r had likely saved lives. 

The CPSC filed an injunction to prevent the Dyes from selling the Worm Gert'r, but a 
U.S. district judge in Idaho denied the request, ruling that a "detailed review of the facts 
demonstrates that no such threat [of death or injury] is currently present," and noting that if the 
probes were banned, many persons would probably resort to dangerous homemade devices. 

Nevertheless, the CPSC issued a national press release warning that the Worm Gett'r 
might be dangerous. The Dyes lost business to the point of bankruptcy, their 14 employees (hired 
from a local program for the unskilled and disabled) lost their jobs, and the couple was left with 
legal bills totaling some $60,000. 

Negative Impact 

Economist William G. Laffer Ill, McKenna Fellow in Regulatory and Business Affairs at 
the Heritage Foundation, has noted that "numerous studies have found that the Consumer 
Product Safety Commission has had no significant impact on product safety." Indeed, the agency 
poses a threat to both consumers and taxpayers. A few years ago, it produced tens of thousands 
of buttons with the slogan, "For kid's sake, think toy safety," as part of a pre-Christmas toy safety 
campaign. Prior to distribution, it was discovered that the buttons had paint with a dangerously 
high lead content, sharp edges, and parts that a child could swallow. They were withdrawn. The 
taxpayer looted the bill lot both the production and recall of the perilous trinkets. 

-- ROBERT W. LEE 


HEALTH Bandaged With 


Red Tape 
The cost of regulation in the American economy this year totals $581 billion, calculates 
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University of Rochester economist Thomas Hopkins, and it is doubtful that any industry is more 
regulated than the health industry. For example, as long ago as 1976 the Hospital Association of 
New York state made a comprehensive study of 148 acute-care hospitals that had to meet the 
demands of 164 different agencies, determining that a full 25 percent of hospital costs were 
caused by the regulatory requirements of government. 

In their valuable book Patient Power, John Goodman and Gerald Musgrave cite that New 
York study, summarizing that approximately 115 million staff-hours "per year were needed to 
meet the regulatory requirements, the equivalent to having more than 56,000 hospital employees 
work full-time on regulatory matters. Without such regulatory burdens, enough time would have 
been made available to staff 75 hospitals and thereby provide medical services for about 600,000 
patients." 

And things have assuredly gotten worse in the meantime. For example, at Sequoia 
Hospital near San Francisco, between 1966 and 1990 the average number of daily patients (250) 
did not change, but a study on the effect of governmental regulations showed that staffing 
increased by more than 163 percent, from 450 to 736. with Sequoia pegging the annual 
regulatory cost alone at $7.8 million. 

The Associated Press has reported that just on health paperwork the U.S. spends $40 
billion annually by one estimate, $90 billion by another. To put those figures into some 
perspective, that $90 billion run through on health paperwork is more than the entire annual 
gross domestic product (GDP) of such Western, socialist states as Denmark, Finland, or Norway, 
and greater than 29 times the GDP of Afghanistan. 

Growing Federal Involvement 

Lots of folks complain about the cost of health care. with liberal politicians itching to get 
their fingers into the pie to "fix" the situation, but few seem to realize how much government is 
already involved. Some 63 percent of all hospital costs are government paid, as are more than 48 
percent of total physician costs. in 1960, before the advent of Medicare for the elderly and 
Medicaid for the indigent, government spending represented 24 percent of total health care 
expenditures in the U.S.; that number jumped to 42 percent by 1990. 

The subsidization of health care and the growth of third-party payers -- leading 
consumers to believe that someone else is footing the bill -- have helped push health costs up 
dramatically. Consider Medicaid and Medicare costs, which followed similar upward paths in 
their formative years. Medicaid costs. for example, more than quadrupled between 1967 and the 
beginning of 1970, from $1.3 billion to $5.5 billion -- numbers which seem a pittance today. Just 
the federal spending portion of Medicaid alone was $68 billion last year and is slated to be $146 
billion by 1998. Medicare's 1992 federal total was $129 billion, and will reach (by the estimates 
of the Congressional Budget Office) to a staggering $259 billion by 1998. As the New York 
Times recently reported, "Together the two health programs account for 46 percent of the 
projected increase in Federal spending from 1992 to 1998." 

Last year, a top Health and Human Services (HHS) official cautioned that the rate of 
growth in Medicare would make the program more expensive than Social Security as soon as the 
year 2003. That is assuming there is such a program left by then: In April of this year, HHS 
Secretary Donna Shalala warned that the chief Medicare trust fund, which finances hospital care 
for 35 million elderly and disabled, would run out of funds by 1999. And keep in mind that 
government estimates are usually low: Medicare, predicted the House Ways and Means 
Committee as the program was initiated, might conceivably rise to as high as $12 billion by 
1990. As it happened, the actual total that year was $107 billion. 
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Medicare and Medicaid together grew from some 19 percent of total health spending in 
1970 to nearly 30 percent by 1989. In fiscal 1992 alone, Medicaid's cost rose by 25 percent. And 
President Clinton, in one of the innumerable trial balloons that have been floated by the 
Administration, is said to be considering ending Medicaid -- not the spending, mind you, but 
integrating it into a national system. 

Government itself is the major cause of the rise in health-care costs, as the Dallas-based 
National Center for Policy Analysis (NCPA) has shown in its definitive studies of this subject. 
Such government spending, if the tax subsidies for health insurance are included, now account 
for 53 percent of the total, up from 34 percent in 1960. Other findings of the NCPA include the 
following: 

* The share of government health spending in total U.S. consumption between 1960 and 
1990 grew three times as quickly as the share of the private sector. 

* For doctors' costs specifically, government spending has been growing five times faster 
than the private sector. 

¢ For each dollar in new government health-care spending, only 43 cents goes to real 
services, while 57 percent goes to higher prices. 

More Social Engineering 

Ira Magaziner, the day-to-day honcho of Hillary's task force on health care, was once 
involved in a study of health costs in Rhode Island, and issued a report noting that only 48 cents 
of each dollar spent on health care went for healing, with the rest going to bookkeeping and other 
overhead. Rhode Island nurses could spend half their on-duty time filling out forms. 

So now Magaziner, a Rhodes Scholar and friend of the President and first lady, has a 
federal mandate. He can note, as reported in the Wall Street Journal, that for a hospital bill paid 
under Medicaid, there are as many as six layers of review: "doctors and nurses, a hospital's 
utilization review department, a fiscal intermediary, a so-called peer review organization, a 
‘super’ peer-review organization and, finally, the Health Care Financing Administration in 
Washington. 'It's checkers checking other checkers,’ Mr. Magaziner says." 

Does anyone think that having Magaziner's checkers checking the checkers who are 
checking the other checkers is going to streamline the system? The Hillary Clinton/Ira 
Magaziner panel is larger than 99 percent of businesses in the U.S. and is divided into at least 30 
different sub-groups. There are said to be more than 700 different decisions awaiting the 
President in potentially the largest piece of social engineering ever in the United States. Indeed, 
after the first round of bureaucratic "experts" churned out their paperwork, the "initial" memo 
that Magaziner handed to the first lady included, as described in the Washington Post for April 
16th, some 1,100 decisions that needed to be made. 

More Regulations Coming 

Polled by Gallup in 1989, 63 percent of doctors said they had less control over the 
treatment of patients than they had a few years before. Indeed, the paperwork and oversight have 
embittered many physicians to the point of quitting. A 1990 American Medical Association 
study of those who had grown dissatisfied with their profession cited some 42 percent as blaming 
outside interference and regulation as the major reason they had soured on medicine. The 
breaking point for many, reported the New York Times on March 9th. was last year "When two 
new sets of Federal rules took effect, one covering even the smallest and simplest in-office labs 
and the other regulating office safety, going so far as to detail how employees' clothing was to be 
laundered." 

Yet, with the attacks on the pharmaceutical industry (see page 39) leading the way, more 
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regulations seem assured. Most observers expect more price controls. Again, it is the federal 
government that largely caused the problem it now proposes to cure. 

One of the reasons that the pharmaceutical industry seems an easy target is its 
unpopularity linked to seemingly high costs at the counter, especially when compared to other 
health products. Being uncovered by insurance, as is frequently the case, makes the price seem 
much higher, for the out-of-pocket costs are much more directly left compared to other health 
products. 

William Steere, chairman of Pfizer Pharmaceutical, observes that a whopping 55 percent 
of prescription drug costs come directly |tom patients' pockets. The National Center for Policy 
Analysis, by contrast, notes that less than five cents of each dollar spent at the hospital is 
out-of-pocket, due to third-party payments. 

Quality of Care 

A survey by the American Society for Internal Medicine during the mid-1980s found that 
63 percent of doctors felt compelled to discharge patients earlier than they thought appropriate. 
Two-thirds of those responding, as reported by M. Stanton Evans in Consumers’ Research, 
believe that federal controls have diminished the quality of care. Even liberals say that new 
controls will bring about less care. The director of the Congressional Budget Office informed the 
House Ways and Means Subcommittee on Health in March that "cost controls are likely to be 
more painful than many envision, requiring consumers to accept some real limits on the quality 
or quantity of medical care." 

This possibility might as well be a guarantee. After all, it has happened before. Joseph 
Califano, President Johnson's domestic assistant and a former secretary of Health, Education and 
Welfare, pointed out in the Washington Post on April Ist: "To arrest booming costs, LBJ and 
every president since have sought reform of the health-care system, trying everything from price 
controls to promoting health maintenance organizations and managed care. To hold down 
doctors' fees, Medicare established a list of procedures for reimbursement, capping the amount to 
be paid for each one. That effort created gigantic insurance company bureaucracies to play 
catch-up with doctors who simply created additional procedures and performed them more 
frequently. When the Johnson Administration ended, there were 2.000 medical procedure 
payment codes. Today, there are about 7,000, most with subcategories." 

The Clinton Administration is currently giving serious thought to everything from a 
National Health Card to track every American, and a National Health Board to determine 
benefits, to an Outcomes Management Standards Board for standards about reporting on the 
quality of care. A "global budget" is foreseen by many -- a national limit on the total of public 
and private spending allowed on health care. One of the most influential members of Hillary's 
White House task force, Princeton sociologist Paul Starr, has written that "managed competition" 
has been "identified, wrongly, with free-market views." Admitted Starr: "The truth -- I am almost 
hesitant to reveal -- is that managed competition, even without a global budget, involves plenty 
of regulation." 

This we believe. 

-- WILLIAM P. HOAR 


HEALTH Government vs. 


Pharmaceuticals 

With medicines already tested nearly to death, the prescription drug industry last year 
fought off the imposition of price controls by Congress, only to be targeted specifically this year 
by the Clinton Administration for alleged greed. 
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President Clinton, in pushing his program for "free" vaccinations for all youngsters, 
slashed at the industry for chasing "profits at the expense of our children." The industry, 
complained the Administration, spent more on promotion than on new drugs, although most 
companies spend more on promotion than they do on research and development. The 
pharmaceutical industry -- which in 1993 will spend an estimated $12.6 billion on new drugs -- 
reinvests five times the national average on R&D, according to the Wilkerson Group, a medical 
consulting firm. In fact, the rate of investment in R&D has been well above the rate of price 
hikes for the past quarter-century. 

The Price of Over-Testing 

And there is testing and retesting of new drugs, for years beyond when companies would 
otherwise have their products on the market. This costs time. And money. And lives. In 1948, for 
example, when Parke Davis applied for a new drug it took 73 pages of documentation for a 
license. By 1968, the same company's application to secure a license for an anesthetic took some 
72,200 pages of data. Having spent seven years in testing, the new drug took another two years 
to be approved by the Food and Drug Administration (FDA). In socialist England, that same 
anesthetic required only about four months for approval with 900 pages of documentation. 
Currently, reports the Pharmaceutical Manufacturers Association (PMA), a new drug application 
typically runs to 100,000 pages or more. 

Before 1962, when the thalidomide panic brought amendments to drug laws, the 
processing time for an application for a new drug was about six months. By 1965, it took some 
two years for a new drug to get the blessing of the FDA, and a cost of some $4 million. By the 
early 1970s, that drug lag had increased to over 27 months. The mean approval time for new 
drugs is now 29.9 months -- compared to the six-month review time which is the statutory 
standard allowed by law for the FDA. 

Some of the new drug applications that were finally approved last year by the FDA -- 
with their times in the hands of the FDA -- include: a therapy for arrhythmia, 52 months; a 
treatment for angina and hypertension, 55 months; an asthma medication, 70 months; and a drug 
for arthritis, 122 months. Real people hurt while the bureaucrats dither. 

For a new drug to reach the medicine chest from the lab takes an average of 12 years. A 
study by the Center for the Study of Drug Development at Tufts University pegs the cost of such 
a new pharmaceutical product at more than $230 million. On average only one in 10,000 
compounds tested for therapeutic activity makes it to the market. Nevertheless, drug costs last 
year amounted to only some seven percent of the total health-care bill, and have stayed below 
one percent of GNP since 1965, even as the total health bill has gone from six percent to some 14 
percent of GNP. 

Vaccine sales, in turn, account for under one percent of total drug sales, but they have 
been especially targeted by the feds. Vaccine manufacturers, whose numbers have declined from 
a dozen to five because of the liability risks, have reported that 80 percent of the price increases 
in their products are due to two new required shots (against meningitis and hepatitis B) and 
federal excise taxes tacked on to pay for insurance against injuries occasionally caused by the 
vaccines. Little matter the truth. For the President of the United States declares that vaccine 
makers' profits are "unconscionable." 

Politics of Approval 

That politics enters into regulation is obvious to any who have watched how AIDS 
activists have speeded up the approval time for even experimental drugs. On the other hand, 
despite the fact that the Public Health Service in this country and the British National Health 
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Service both recommend folic acid to women of child bearing age, the FDA does not permit, as 
Reason magazine noted recently, a health claim on food or supplements that "folic acid can 
reduce the risk of neural-tube defects, such as spina bifida." 

In like fashion, despite successful studies showing that low doses of aspirin can reduce 
the risk of heart attack, the FDA will not allow that claim to be advertised. Indeed, it is a given in 
the industry that had the FDA been around at the time of the development of aspirin, this staple 
of the family medicine chest would likely have been banned (side effects, you know), as well as 
penicillin, digitalis, and insulin. People do not see the dead victims who could have been helped 
but were hindered by a stultifying bureaucracy. For instance, analyst Sam Kazman in Regulation 
cited more than 10,000 deaths due to the 10-year delay in approving beta blockers. 

Of course, it is the private companies that develop new medications when they are 
required. Over the years 1981-90, private industry was the source of 92.4 percent of the new 
drugs approved, leaving academia, government, individuals, and others for the remainder. 

Robert Dresing, president of the Cystic Fibrosis Foundation, testified this February 
before the House Subcommittee on Health, noting how his son Rob was diagnosed with CF at 
age 18 months -- at a time "when the life expectancy for someone with this disease was then six 
years. He is 26 today. The only reason he has survived is the fact that we have developed drugs 
over the last 20 years to control lung infections ..... Without the investment of the drug 
industry, my child and others would not be alive today. Our fear is that, as we strive to control 
health care costs, some will make the drug industry into an easy target. By using the drug 
industry as a scapegoat, we will be shooting ourselves in the foot -- stifling the very innovation 
and development so critical to the health of many Americans." 

-- WILLIAM P. HOAR 


HEALTH The 
FDA Follies 

Most casual observers undoubtedly think of the Food and Drug Administration (FDA) as 
an insignificant, perhaps mildly benevolent, agency which protects Americans from being 
harmed by drugs -- with the underlying implication that pharmaceuticals would be sold like 
snake oil by evil companies more interested in making money than in helping the ill. 

But the FDA, to mention just a few areas it has become involved in of late, is also 
interested in your breasts and implants that you may have had after a mastectomy, in 
flavor-enhancing additives used in restaurants, in heating pads, in the seafood industry, and in a 
plethora of other devices, foods, drugs, and cosmetics. 

From a minor agency that began in 1906, the FDA in 1962 used the birth-defect side 
effects caused by the sedative thalidomide in Europe (a substance that was not approved by the 
FDA in the U.S.) in order to augment its powers, so that now manufacturers of substances under 
the power of the FDA not only must prove that their products are safe, but effective as well. The 
FDA's meddling has become so bad that reliable estimators believe that tens of thousands of 
people have died due to the sloth-like attitude of the FDA, which has found it safer to say "no" to 
something than to say "yes" and possibly be blamed for a future problem. 

Whereas the FDA in recent decades had developed a reputation as a moribund and 
sometimes corrupt agency (though nonetheless harmful in holding up approval of valuable and 
useful medical advances), Dr. David Kessler now glories in butting in on all fronts. Kessler, who 
was named FDA commissioner during the Bush Administration, has bragged about "the number 
of injunctions, the number of seizures, the number of criminal cases referred to Justice" during 
his reign. 
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Promoters of big government relished the idea of Kessler and the FDA taking on a food 
giant such as Proctor & Gamble. As a result, we are all protected from having a canned tomato 
sauce use the word "fresh" on its label or from orange juice makers committing the same offense, 
even though labels also noted that the contents were made "from concentrate." The FDA also 
ordered the words "no cholesterol" to be taken off vegetable oil containers -- despite the fact that 
the products had no cholesterol -- because some consumers might think that such oil had no fat. 

By 1994 manufacturers of food products will be required to follow thousands of pages of 
labeling regulations which, as Time magazine put it, will spell out "guidelines for labeling the 
amount of calories, fat and nutrients in everything from potato chips to cans of soup." How much 
will this nonsense cost? Between $2 and $4 billion. 

Elizabeth Whelan, president of the American Council on Science and Health, asked last 
December in an article in the Wall Street Journal: "What possible enlightenment would the 
average consumer gain from learning that a serving of macaroni and cheese at lunch contains 13 
grams of fat and 30 milligrams of cholesterol that, respectively, account for 20 percent and 25 
percent of the amount of those components deemed by the government as OK for us to eat?" Dr. 
Whelan concluded that the "labeling scheme is 'lite' on science, 'reduced' in common sense and 
‘high in fat' of the type that will inflate consumer costs." 

Do you trust the agency that caused the Chilean grape scare of 1989? In that episode, 
some two million crates of fruit of all sons were seized and dumped by the FDA after inspectors 
found that two grapes uncovered in Philadelphia may have contained some cyanide -- although 
not even enough to make a child ill. Some 20,000 Chileans lost their jobs in the ensuing panic 
that was exacerbated by the FDA. Herbert Burkholz, an authority on the FDA, argues that the 
FDA was itself likely responsible for introducing the cyanide (used for testing) in its own labs. 

Dr. William O'Neill, director of cardiology at William Beaumont Hospital in Royal Oak, 
Michigan, recently wrote that Americans are not able to obtain many lifesaving devices widely 
available in Europe, South America, and Japan: "As a result of bureaucratic mismanagement, 
lengthy delays and lack of clear guidelines from the FDA, no new cardiology devices have been 
approved during the past year. In spite of the tact that a physician's advisory panel has strongly 
recommended approval of the Interventional Technology atherectomy device, the Cook 
intracoronary stent and the Heart Technology rotablator, these devices are still nowhere near 
approval .... Many medical device companies are now going overseas to develop new and 
better devices." 

As for FDA Commissioner Kessler, his priorities were exemplified by a quote in the New 
York Times Magazine: "I need the power to order products recalled. I need the power to seize 
adulterated or misbranded material. I want the power to hire 100 criminal investigators, and I 
want the power to impose civil money penalties on violators." This craving was before he was 
lionized by liberal statists. In the Clinton Administration, Kessler is going to be getting more 
money and -- what seems important to him -- more power. 

-- WILLIAM P. HOAR 


AGRICULTURE USDA: Cultivating 


Collectivism 

Dan Gerewan grows peaches, plums, and nectarines on his 6,000-acre California farm. 
Each year he harvests and sells these delicious, healthy fruits at markets across the nation. But 
last year the U.S. Department of Agriculture (USDA) fined him $100 a box for many of the 
peaches and nectarines he sold, even though he got less than $10 for each box of fruit. Was the 
fruit rotten, or perhaps contaminated with high doses of a deadly pesticide? No. The USDA 
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agreed that the fruit was perfectly healthy and nutritious to eat. The USDA charged Gerewan 
with selling peaches and nectarines that were fractions of an inch smaller than federal regulations 
allow. 

Such regulations on fruits are formulated by federally chartered private farming cartels or 
U.S. government agencies that issue "marketing orders." These marketing orders, which have 
absolutely nothing to do with health or nutritional criteria, determine size and even quantity 
restrictions -- quotas -on produce farmers are allowed to sell to the public. The regulations are 
designed to keep "excess" fruit out of the market and to raise prices, ostensibly to help the fruit 
farmers. The federally chartered cartel system, often called the "prorate" system, has been a key 
element of USDA policy to raise market prices for food since the Great Depression. 

Gerewan is presently challenging his USDA fines in court. But regardless of whether or 
not he prevails, Gerewan can count himself lucky. Farmers who fought federal marketing orders 
for wheat in the 1950s sometimes ended up in jail. Take the case of Loren and Mervin Gajewski 
of North Dakota who (not unlike Gerewan) fought a 1957 determination by the USDA Office of 
Agricultural Stabilization and Conservation that they were ineligible to plant wheat on the fields 
they had tilled since 1948. The brothers planted for two more years anyway and argued with the 
local ASC office that the USDA agency had violated its own rules by failing to allot a minimum 
wheat crop quota for the brothers to grow. After another five years of legal challenges, they 
served two years in the federal penitentiary in Sandstone, Minnesota. A two-year prison term for 
the crime of planting wheat on their own property! 

Some Background 

Ever since President Herbert Hoover's 1929 Farm Stabilization Act was approved, 
the U.S. government has been intimately involved in regulating -- and ruining -- the livelihood of 
America's farmers. The Farm Stabilization Act allowed the USDA to buy up what some 
politicians called a "surplus" domestic production of wheat in the late 1920s. Leftist politicians 
railed against the problem of "overproduction" of domestic wheat, demanding that farmers 
receive a minimum asking price at the market, which supposedly could be obtained by having 
the government purchase the "surplus." Hoover's strategy worked temporarily; wheat prices rose 
until overflowing USDA grain stores forced the government to release the accumulated wheat 
into the market in 1931 and 1932. That sale caused a genuine glut which forced more farmers 
than ever to go bankrupt. 

President Franklin D. Roosevelt's 1933 Agricultural Adjustment Act, though temporarily 
derailed by the Supreme Court until 1938, refined the Hoover policy and made it permanent. 
Like the Hoover Farm Stabilization Act, Roosevelt's Agricultural Adjustment Act was also 
enacted to stop the planting of what then-Secretary of Agriculture Henry Wallace termed "forty 
million too many acres ... in crops." Yet there was no "surplus" that needed to be eliminated. The 
1939 edition of Statistical Abstracts showed that from 1922 through 1932, the United States 
imported $2.4 billion more in agricultural commodities than it exported. If anything, there was a 
domestic agricultural production shortage. 

Despite the fact that there was and is no problem of overproduction in American 
agriculture, the Agricultural Adjustment Act remains the basis for much of America's farm 
policy to this day. Federal price supports generally take one of three Forms: 1) direct federal 
payments to farmers in exchange for not planting; 2) legislative quotas -- called "marketing 
orders"-- that limit the quantity of produce each farmer can sell to the public; and 3) U.S. 
government purchases of "excess" crops which do not fetch certain asking prices on the open 
market. In the last case, commodities purchased by the government are destroyed, shipped 
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overseas as a form of foreign aid, or distributed to the "needy" in the United States. 
Marketing Orders 

The Los Angeles Times reported in 1991 that the USDA allows only 61 percent of the 
U.S. orange crop to reach supermarket shelves and another 11 percent to be exported. The 
remaining 28 percent is either processed into juice or cattle feed (both at an economic loss to the 
farmers), or dumped to rot. Waste of the U.S. lemon crop is even worse, with only an estimated 
30 percent of the fresh crop allowed to reach U.S. consumers. According to the Farmers Alliance 
for Improved Regulation (FAIR), two to three billion perfectly good oranges are kept off the 
market every year by the orange cartel. Dan Gerewan, the California farmer fined for selling 
small fruit, estimates that USDA-enforced regulations result in the dumping of 500 million 
peaches and nectarines every year. Marketing orders also restrict the supply of a number of other 
crops, including almonds, raisins, filberts, and -- until recently -- plums. 

Private cartels are empowered by the USDA to determine size and quantity limitations 
for all farmers. In the case of the orange and lemon industries, these cartels are dominated by the 
huge Sunkist conglomerate. For example, in the lemon committee Sunkist holds six seats on the 
13-member board, while only six seats are assigned to independent growers. As the Los Angeles 
Times noted, "The final member, the chairman, says he does not vote when the two sides are 
evenly split. Thus, six votes are enough to control the committee's agenda." 

Understandably, this arrangement makes independent orange and lemon growers like the 
Sequoia Orange Company livid. Ex-Sequoia head Carl Pescosolido fought the USDA system for 
years, and in the process racked up hundreds of thousands of dollars in fines and legal fees. He 
charged that the system amounts to empowering "a committee of my competitors to sit in a 
smoke-filled room and tell me how many oranges I can sell each week." Pescosolido, who died 
last November in a car accident, often noted the lack of a free market in agriculture. "I can sell 
more oranges to U.S. consumers, but my largest competitor and my government won't let me," 
he lamented. His son Philip plans to continue the elder Pescosolido's longtime effort to free 
independent orange farmers from the unfair and inefficient prorate system. 

To Plant or Not to Plant 

The supposed goal behind paying farmers not to plant certain crops, like that of 
marketing orders and outright federal purchases of produce, is to reduce the supply, thereby 
forcing up the price. Under the federal price-support program, an estimated 61 million acres of 
America's most fertile farmland remain idle every year. 

Not surprisingly, many of the so-called "farmers" who are paid not to farm could not 
survive in a free market. Some are only efficient at producing the completed federal forms, 
applications, and paperwork necessary to receive the federal payments. A few make the "welfare 
queens" of the inner cities look like pikers by comparison. Although federal regulations limit 
direct subsidy payments to individual farmers to $50,000 a year, Mississippi cotton "farmer" 
R.B. Flowers received over $1.7 million in subsidy payments from the USDA between 1988 and 
1989. When the USDA tried to stop his payments, a federal judge reinstated them, arguing that 
there was nothing wrong with how Flowers had subdivided his land and payments among 23 
different recipients, including various relatives and employees, his church, and even the local 
Boy Scout council. 

An Arkansas farmer who also subdivided his land was able to rack up $2.8 million in 
subsidy payments over two years, according to the Kansas City Star. The problem is rampant. 
The Kansas City Star found that ten states had more "farmers" receiving subsidy payments than 
farms, and that one Kansas county had more than four times the number of farmers receiving 
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subsidy payments than it had farms! 

The consumer pays for the federal price-support program at the supermarket counter and 
on tax day. In addition, the consumer pays for the cost of the food stamp program, which is 
administered by the USDA. As of last December, a record 26.6 million Americans were 
receiving food stamps at a cost to the government (taxpayers) now exceeding $22.7 billion a 
year. Of course, if the heavy burden of big government, including that caused by the USDA, 
were reduced, the number of Americans qualifying for food stamps would also be reduced. 

Consumers are not the only victims of USDA folly. Honest farmers -- who are 
independent enough to insist upon taking the risks involved in planting, fertilizing, irrigating, and 
harvesting their crops and generating real products -are also taxpayers. Part of their taxes are 
used to subsidize their competition. Other victims of the "paying farmers not to plant" programs 
include industries involved in supplying farmers. "According to the USDA's own figures," noted 
Representative Richard Armey (R-TX), "in 1987 alone payments to farmers to idle acreage cost 
the economy 300,000 potential jobs and $4 billion in lost sales to the 'farm input' industry." 

Sometimes the policies can help one farm industry while destroying another, Armey has 
noted. Under the USDA milk subsidy program, 1.6 million cows were ordered slaughtered 
during the 1980s. This action lowered beef prices and distressed cattle ranchers to such an extent 
that they took the USDA to court. 

Most subsidy payments made by the USDA are heavily concentrated within a relatively 
few, favored crops, such as wheat, corn, and rice. The February 24, 1990 issue of Congressional 
Quarterly, reported that in 1989 "82 percent of all growers of major crops such as wheat, corn, 
and rice collected federal subsidies." Meanwhile, soy bean farmers go largely unsubsidized. 
USDA subsidy policies may even lead to poor environmental stewardship of farmland. As the 
Wall Street Journal reported just one week later: "Farmers are growing the same crop year after 
year, draining the remaining wetlands, converting upland cover to row crops, and drenching their 
farms with pesticides and herbicides to maximize the subsidies they get from the U.S. taxpayers. 
The result is a bland, repetitious countryside and rapidly declining wildlife populations." 

Farm Loan Programs 

The federal farm credit system also works against the free market and good farmers. 
Consider the case of former Missouri farmer Jim Powers. After starting a modest farm in 1965, 
Powers took advantage of federally guaranteed bank loans in the 1970s. As his farm grew from 
68 acres and a couple of hogs to 900 acres and hundreds of hogs, his debt also grew. When his 
total debt reached $400,000, a drought and a hog sickness prevented him from being able to pay 
even the interest on his debt, and the bank shut him off in mid-1981. Then the federal Farmers 
Home Administration (FmHA) stepped in and paid his old government-guaranteed loans off and 
offered him even more direct federal credit, keeping him in the business still longer. After about 
six months even FmHA realized Powers was never going to be able to pay off his debt, so the 
government foreclosed on his farm and auctioned it off in March 1982. A January 1, 1983 
Associated Press dispatch noted that Powers believed "he would still be farming had he not 
expanded with such zeal." Powers lamented, "They made a feather bed for me to lie on... I could 
basically sit down at my kitchen table and write out a loan. It was just too simple." 

USDA policies have hurt all small farmers by subsidizing the conversion of family farms 
into large corporate ventures. Family farms which do not expand their operations with 
low-interest federal loans are unable to compete against federally subsidized operations. And 
even when inefficient farmers are declared insolvent, the federal bureaucracy often keeps them in 
the business indefinitely. By federally subsidizing farmers on the road to bankruptcy, the USDA 
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increases the market share of inefficient farmers at the expense of the more efficient -- but 
unsubsidized -- family farms, which in the meantime are squeezed out of the market. 

Despite the lessons of Jim Powers and numerous other farmers throughout the 1980s, 
federal farm loan policies continue unabated. According to an April 12, 1992 AP dispatch, the 
U.S. General Accounting Office estimates that the FnHA now holds in excess of $14 billion in 
bad loans. 

Bureaucracy and Regulation 

American farmers endure one of the heaviest regulatory burdens of any industry in 
America. "USDA regulations for farm programs, food stamps and all its other activities consume 
11,177 pages in the massive Code of Federal Regulations," the Kansas City Star reported in 
December 1991. This is more pages of federal regulations than even that infamous federal 
paperwork factory, the Internal Revenue Service. Is it any wonder that the farmers responding to 
a December 1991 Kansas City Star poll listed "red tape" and "politics" as the number one and 
number two problems with the USDA? 

America's farmers are quite literally caught between a regulatory rock and a bureaucratic 
hard place. If they accept federal subsidies, they are forced to accept the regulatory hook that 
comes with the subsidies. And many of these regulations are hopelessly contradictory. For 
example, in order to take maximum advantage of subsidy programs, farmers must drain 
wetlands and convert other unused land into farmland, deplete the soil by planting the same 
crops year after year, and drench the soil with chemical fertilizers to compensate for the 
depletion. However, USDA regulations also prohibit many of these same activities under 
programs such as "Swampbuster," "Conservation Compliance," and "Sodbuster." 

On the other hand, should farmers choose to remain independent (if they are allowed the 
choice) and refuse USDA subsidies and special favors, they are forced to compete against 
unfairly subsidized farmers. And they still may have to abide by stringent and often 
contradictory environmental regulations issued not only by the USDA but by a host of other 
federal regulatory agencies. As the Kansas City Star concluded, "the department rounded by 
Lincoln, who was born on a Kentucky farm, now serves best those who most closely resemble 
the department itself: The big farmers. The corporate farmers. The farmers with the money, 
lawyers or accountants needed to make the most of the USDA's Byzantine farm programs." Most 
farmers agree with that assessment. The Star poll mentioned above found that two-thirds of the 
farmers felt that USDA policies mainly benefit the larger, corporate farms while only three 
percent thought that policies helped small and family farms. 

James A. Moody of FAIR (Farmers Alliance for Improved Regulation) perhaps best 
describes the effect of USDA policies on the consumer: "For the USDA to allow price gouging, 
especially harmful to the poor and those on fixed incomes, at a time of economic stress, simply 
cannot be justified." 

It is high time that the United States consider reintroducing the free market to American 
agriculture by abolishing the USDA. Both the independent farmer and the consumer would 
benefit immensely. 

-- THOMAS R. EDDLEM 


HOUSING Hitting You Where 


You Live 

With the nationwide cost of government regulations running into the trillions of dollars, 
the cost to individual families is sometimes overlooked. While a family of four undoubtedly pays 
thousands per year in direct and indirect regulatory costs, on a personal level such environmental 
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and other regulatory burdens may actually make it impossible for a typical family to buy a home. 

Consider, for example, the timber vs. jobs issue being fought in the Pacific Northwest. It 
involves more than, say, 4,000 owls and up to 100,000 jobs in the timber industry. For there is a 
chain reaction in wood: Congress and the regulators established the Endangered Species Act; 
environmental activists used and abused that law ostensibly to save owls; the courts banned 
logging on millions of acres in 17 national forests and five Bureau of Land Management areas; 
and the presence of the owl has led to a reduction in logging of about 90 percent during the past 
two years, making the timber harvest the lowest in two decades. 

Many wood-product prices have doubled in the past six months as a result. A spokesman 
for the National Association of Home Builders (NAHB) told THE NEW AMERICAN in March 
that the cost of building a typical home had increased by about $4,500 because of the 
skyrocketing lumber costs. An industry publication puts the current price of lumber at a record 
for the past half-century. An entry-level home ($60,000) in Southern California now costs an 
additional $2,500; a builder in suburban Chicago expects to add up to $15,000 to the prices of 
the new homes he is building. As the head of the NAHB remarked, "It's a result of our inability 
to get lumber out of the Northwest." 

Though this timber "shortage" is manmade, we have had shortages before. They were 
handled by the marketplace, environmental extremists notwithstanding. In 1905, Theodore 
Roosevelt complained, "If the present rate of timber consumption is allowed to continue ... a 
timber famine in the future is inevitable." Headlines in the New York Times in 1900 spoke of 
"The End of Lumber Supply"; and in 1908 the Times headlined a national call for "Laws to Save 
Trees, Forest Will Be Wiped Out in Ten Years at Present Rate...." 

But as Dr. Petr Beckmann noted in his "Pages From U.S. Energy History," when the first 
white settlers arrived in America, about 40 percent of the land was covered with forest; by 1970, 
with all the intervening development, it still remained at 33.28 percent. Even Newsweek recently 
acknowledged that Vermont was about 35 percent forested a century ago, and is now 76 percent 
forested. 

Increasing Unaffordability 

The NAHB notes that there are additional costs generated by a variety of environmental, 
worker safety, and accessibility regulations. These include, on the federal level, complying with 
the National Pollutant Discharge Elimination System, the National Flood Plain Insurance 
Program, the Clean Water Act, seismic safety regulations stemming from a George Bush 1990 
presidential executive order. Americans with Disabilities Act, and Occupational Safety and 
Health Administration standards, to name some. 

State and local regulations are even more onerous. Dr. Anthony Downs, a housing expert 
with the Brookings Institution, has estimated that well over half the cost of building new housing 
in the average U.S. community is the direct result of "local government regulations rather than of 
any minimum requirement truly necessary for the occupants' health and safety." 

Dr. Downs was among those on the Department of Housing and Urban Development's 
(HUD) Advisory Commission on Regulatory Barriers to Affordable Housing, appointed by Jack 
Kemp, which issued a revealing report in 1991. That commission found that exclusionary, 
discriminatory, and unnecessary regulations raised housing costs by 20 to 35 percent in some 
communities. In Riverside County, California, for example, each new dwelling unit must pay 
$1,960 to go for preserves for the Stevens kangaroo rat. As Dr. Downs has noted, more than 
$200 million will eventually be spent on such rat preserves, "far more than is being spent on 
homeless human beings in all of southern California during a comparable period!" 
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Additional costs, attributable to regulations, obviously will vary. The commission 
included these examples: 

* In Central Florida, land developers must add a $15,000 surcharge to the price of a 
$55,000 home to cover the costs of excessive regulations. 

* In Illinois, the identical home costs $15,000 less in a suburb than in Chicago itself 
because of the regulations in the Windy City. 

¢ In New Jersey, developers reported that excessive regulations were adding 25 to 35 
percent to the cost of a new home. 

The HUD commission also noted that the federal Davis-Bacon Act (which is a legacy of 
racist union policies set into federal law) also plays a role in raising construction costs since 
union "prevailing wage" rates must be paid among bidders for federal contracts. It is estimated 
that Davis-Bacon acids up to $1 billion annually to the cost of residential construction. 

A Reader's Digest article by Trevor Armbrister last year noted that in the 1930s the 
Empire State Building was completed in less than a year, but that today it can take up to five 
years just to get the permits (water, sewer, electricity) for homes in subdivisions. 

Controlling Rents 

The HUD commission also observed that rent control is an unlegislated subsidy that 
transfers wealth from owners to renters. Indeed, it often penalizes the landlords who are not even 
the "rich" but rather, as is often the case of New York City, those who are recent immigrants 
looking for upward mobility. In his study of homelessness and housing policies called The 
Excluded Americans, William Tucker notes that beneficiaries of rent control have even included 
a member of the Rothschild family, whose rent is limited by government edict to $568.24 a 
month. Rothschild's apartment is actually an eight-room duplex off Central Park West with 
handcarved woodwork, cathedral windows, and a 2,000-square-foot living room. 

Tucker quotes a well-known socialist economist who avowed that, next to bombing, rent 
control seems to be "the most efficient technique so far known for destroying cities." HUD, 
nonetheless. continues to pour tax monies into cities with rent controls: Since 1978, reports U.S. 
News & World Report, the agency has spent $1.6 billion on 3,200 New York apartment 
buildings with 100,000 tenants, which have three times the housing-code violations as do private 
houses. One of former HUD Secretary Jack Kemp's special prides, the Kenilworth-Parkside 
housing project in Washington, DC, is being converted (ostensibly into eventual private housing) 
at the staggering cost of nearly $1 30,000 per unit. 

New HUD Secretary Henry Cisneros says that despite huge losses and proven and 
repeated failures he is going to make public housing work. HUD already provides tot 4.5 million 
families and contends that another 13 million families already qualify for such assistance. 
Cisneros is floating the idea of liberalizing the income targets in areas which are more affluent in 
order to bring better role models into public housing. Cisneros asserted on television this April 
that we have "got to break up the concentrations by making it possible for people to live in newly 
designed, thoughtfully scaled public housing, negotiated with outlying communities...." 

Do we ever learn? Rexford Tugwell, the New Deal's "Green Belt" administrator (as 
quoted in Jane Jacobs' The Death and Life of Great American Cities), had similar 
interventionist notions: "My idea is to go just outside centers of population, pick up cheap land, 
build a whole community and entice people into it. Then go back into the cities and tear down 
whole slums and make parks of them." Countless studies of public housing in the 1950s and 
1960s revealed that many more thousands of housing units were torn down than ever built. 

Regulators seem to have no bounds, neither legal nor moral. Although fornication is 
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against the law in Massachusetts, a religious couple in that state is being forced to allow its 
practice under their roof and, as columnist Don Feder has described, must rent to unmarried 
persons under anti-discrimination statutes. In Appleton, Wisconsin a neighbor (not even the 
renter) was hit with a $12,000 federal penalty for an alleged violation of the Fair Housing Act, 
with the large penalty being levied because the neighbor was said to have verbally intimidated a 
potential renter by using racially exclusionary comments. The Fair Housing Act was also used 
last year as the basis for a federal jury requiring a Virginia developer to pay $850,000 to a group 
of plaintiffs because he had only used Caucasian models in his advertising. Expect more: 
President Clinton has appointed an avowed lesbian as the nation's fair housing enforcer; 
nominated as assistant secretary for lair housing and equal opportunity, Roberta Achtenberg has 
indicated that homosexuals need to be a specially protected class. 

Mortgage Providers Hit 

Allegations of bias are being used against bankers who might not be providing enough 
mortgage loans. The loans must be properly' racially oriented, based on a single study made by 
the Federal Reserve Bank of Boston. Potential violators may come to the attention of the 
Department of Justice, Comptroller of the Currency, Federal Deposit Insurance Corporation, and 
Office of Thrift Supervision. As noted in a Forbes article in January by Peter Brimelow and 
Leslie Spencer, the Fed study did not prove that discrimination occurs, merely that the numbers 
of those turned down were disproportionate by race. (If anything, the study showed that 
discrimination did not occur since the default rates among whites and blacks were the same. 
Also, Asian applicants were turned down lot loans /ess often than whites.) As economist Paul 
Craig Roberts noted, economists have never been able to find evidence that people refuse to 
make profits, but from now on bankers "presumably will have to show the same rejection rates 
for minorities as for whites, regardless of creditworthiness and default rates." 

Some of the other regulations facing mortgage loan institutions and those buying houses 
were described in hearings last year before the Subcommittee on Government Information and 
Regulation, headed by Senator Herb Kohl (D-WI). Kohl noted that for an FHA mortgage 43 
separate forms were required, enough paperwork to cover the walls of family rooms in most 
American homes. A spokesman for the Mortgage Bankers Association said he wished 43 forms 
were all he had to worry about, since one mortgage he randomly selected required 54 documents 
and 112 pages. Though responses varied, one typical banker estimated that approximately 
two-thirds of the costs of originating a home mortgage loan came from regulatory compliance. 

The head of Wisconsin's Waukesha State Bank, Don Taylor, testified about some or' the 
complex requirements, including compliance with the Truth in Lending Law, the Equal Credit 
Opportunity Act, the Fair Housing Act, the Fair Credit Reporting Act, the Real Estate Settlement 
Procedures Act, the Home Mortgage Disclosure Act, the Community Reinvestment Act, the 
Consumer Leasing Act, the Expedited Funds Availability Act, the Electronic Funds Transfer 
Act, the Bank Secrecy Act, and the Financial Institutions Reform, Recovery, and Enforcement 
Act. Coming on top of that, which will "dwarf everything we have already suffered," is the 
Federal Deposit Insurance Corporation Act. As Taylor noted, "like the War on Poverty, this War 
against Fraud and Deception has been a complete failure." But because of overregulation, 
interest rates for savings are lower, for loans they are higher, and banking competitiveness has 
been hurt. 

In housing regulations, as in so many other cases, Taylor's last word is apt: The final 
consequence "of government regulations is the destruction of our freedoms." 

-- WILLIAM P. HOAR 
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BANKING Free 
the Banks! 

Americans are accustomed to dismissing the statist economies of the rest of the world as 
being of a breed inferior to our own "free market." Yet nowhere is there a better example of 
statism run wild than that which controls every facet of the American banking industry. 
Although every American business is afflicted with the heavy hand of government regulations, 
these bureaucratic controls have reached an unparalleled level in the banking industry. If there 
remains even the slightest banking detail that has eluded the web spun by Congress, the Federal 
Reserve, the Treasury Department, the Comptroller of the Currency, the Federal Deposit 
Insurance Corporation, and the Office of Thrift Supervision, it is not intentional. This morass of 
laws and regulations has cost the economy and each one of us dearly, not only in outright 
monetary loss but especially in the unseen wealth that was never allowed to come into being. 
Two of the worst government-wrought debacles have been the S&L meltdown and the credit 
crunch, with the latter seeming to have become a permanent fixture by government regulatory 
decree. 

Basel Accord 

To trace how government brought about these unprecedented upheavals in the banking 
industry, let us look first at the shortage of credit that was the primary cause of the painful 
recession of the past three years. One of the strands of the government web takes us to the Bank 
for International Settlements in Basel, Switzerland, an organization composed of the top bank 
regulators (central bankers, finance ministers, treasury secretaries) from the industrialized 
nations. Led by the U.S. and assigning themselves the task of "coordinating bank supervision 
throughout the world" (i.e., global banking control), these powerful internationalists mandated a 
new regulation requiring banks to maintain (as of March 1989) a dictated ratio of capital to 
various risks, thus substituting arbitrary rules for market judgments. This turned out to mean 7.25 
percent for business and consumer loans (increased to eight percent at the end of 1992), 
somewhat less for single-family mortgage loans, and none at all for government bonds. 

Although critics of the Basel Accord have called it "a blunder of worldwide proportions," 
one sees immediately that far from being blunderers, the international bankers went straight to 
their purpose, which was nothing less than allocating credit to the benefit of the grotesquely 
spendthrift U.S. government. Since 1989, bank holdings of government bonds have increased 68 
percent, while commercial and industrial loans have fallen by $53 billion. Over the past year 
alone, bank holdings of government securities have increased by $100 billion, while business 
loans have fallen by $15 billion. For the first time since 1951, banks have more government 
paper in their vaults than they have commercial and industrial loans. Why should a bank take the 
risk of making a loan -- which requires work, the salaries of lending officers, and capital 
allocation -- when it can wax fat by purchasing Treasury notes with no risk, no work, no 
expense, and no capital allocation? 

Although the Basel regulations are the core of the mysterious disappearance of credit 
from the banks, other steps were taken to add to their impact. One of these was the incredibly 
irrational measure dreamed up by former Treasury Secretary Nicholas Brady, a member of the 
Council on Foreign Relations, that has driven many weaker banks to the wall and multiplied the 
credit crunch with a vengeance. Brady simply redefined what constitutes capital. Thus billions of 
dollars of what Treasury itself had once called capital were defined away. This phony "loss" of 
capital drove banks deeper into financing government debt, which requires no capital allocation, 
and away from their primary function of financing the business of the nation. 
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That is, financing the small and medium-size businesses of the nation. Large corporations 
are not much affected by a decline in bank lending. They simply bypass the banking system and 
issue more corporate bonds and commercial paper as their competition remains stalled; since 
adoption of the risk-based capital rules, annual issuances of securities have skyrocketed. But 
small businesses are trapped; they have nowhere else to turn for credit. The economic hit here is 
that small businesses, representing roughly half of our gross domestic product, have long been 
the principal source of job creation. Thus it is hardly surprising that multiple billions of our tax 
dollars are still flowing to the unemployed while small businesses are still getting a cold shoulder 
at the loan window. But there is no scarcity of money; bank assets have risen sharply this past 
year due partly to the all-time high disparity between loan interest charged and deposit interest 
given. If government had not put regulatory roadblocks in the way of commercial loans keeping 
pace with bank asset growth, an estimated $130 billion in additional loans would have been 
made, fueling an economic recovery long before now. But the Bush Administration's well-laid 
stranglehold on the banks prevented this, prolonged the made-in- Washington recession, and gave 
the radical statist from Arkansas his job in the White House. 

Mandated Reserves 

With another regulation that reduces available capital and feeds Goliath, the Federal 
Reserve requires that banks place ten percent of their demand deposits in an account with the Fed 
at zero interest. These mandated reserves total about $65 billion on which no interest is paid, 
giving the banks a loss unlike that of any other business in the world. The Federal Reserve buys 
government bonds with these free funds and gives the interest to the Treasury rather than to the 
banks that rightfully own it. This underhanded siphoning of funds through the regulatory 
apparatus is only one of many ways in which regulations are devastating the national economy. 

Although the foregoing controls of capital brought about the credit crunch which brought 
about the recession, other regulatory steps went beyond drying up credit and zeroed in on those 
already holding it. Using the S&L collapse as an excuse, regulators created a brand new loan 
category called "performing nonperformers." This meant that since sectors of the economy, such 
as real estate, were crumbling, loans in these categories were "at risk," no matter how well 
serviced. Bank examiners spread out over the country, combed through bank portfolios, and 
trashed loans upon which no payment had ever been missed, thus causing thousands of business 
failures and bankruptcies. 

S&L Collapse 

Government policies are intended to be synergistic; one government move is often used 
to advance another. Thus the credit crunch was intensified through the use of that other great 
government-managed debacle, the S&L collapse. To understand how this collapse came about, 
we must go back to 1935 when FDR found a way to protect failing banks from the demands of 
depositors with a new kind of regulation -- federal deposit insurance. This wolf in sheep's 
clothing was sold to the public as protection for the "little guy" with a top coverage of $2,500; 
the vilified "rich" were on their own. But once the toot was in the door, the coverage rose to 
$10,000, then $40,000. In 1980 it suddenly and mysteriously rose to $100,000, putting the 
taxpayers on the hook for what turned out to be the largest federal rescue on record, eclipsing the 
combined bailouts of Lockheed, Chrysler, Penn Central, and New York City. We now know that 
this taxpayer rip-off was engineered by former Representative Fernand St. Germain (D-RJ), then 
chairman of the House Banking Committee, who pushed through the sudden increase in cahoots 
with former Senator Alan Cranston (D-CA). Although St. Germain was defeated in 1988 after 
accepting tens of thousands of dollars in payoffs and campaign contributions from S&L 
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lobbyists, Cranston, a ringleader of the Keating Five, was allowed to stay on and retire at the end 
of the last Congress with only a reprimand. Neither congressman was ever indicted for anything 
or made to pay a penny into the $300 billion dollar bailout, although Charles Keating, "the most 
notorious figure of the thrift crisis," has been totally ruined financially by fines, is currently 
serving ten years on a state charge, and is facing a possible sentence of 500 years in prison from 
his recent federal conviction. 

When Congress gave S&Ls the green light to open up with exorbitant socialized credit 
(public loss, private gain), regulators were breathing on their necks and were ultimately 
responsible for every loan made. Creatures of government almost from the beginning, S&Ls are 
micromanaged by bureaucrats who charter them (control competition); set minimum 
capitalization standards (limit the field); regulate size, location, territory to be served, services to 
be rendered (level the playing field); and limit the interest rates charged (applauded by the 
public), which guarantees that no S&L can forge ahead by profiting more for superior service. 
Thus, segmented markets, price fixing, entry restrictions, and protection from both outside and 
inside competition divorce S&Ls from any legitimate place in the market and make them wards 
of the government. 

Yet we have not heard of a single regulator who has been called to account for what can 
only be gross dereliction of duty. The public's attention must be kept focused on the "greedy" 
bankers. To do this, $75 million in taxes have been allocated annually for the prosecution of 
bank officials, assuring that there will be endless prosecutions, necessary for keeping up the old 
refrain that stiffer regulations are needed to protect the public from crooked S&L management. 
Behind all this is an unequivocal message: Government intervention and planning are essential 
for the public welfare. As long as the public continues to buy this, power will continue to 
accumulate in the hands of those who intend to become our total masters. 

Clinton Takes Control 

The Clinton CFR/Trilateral continuum took over in January with promises to "quickly 
ease the regulation burden" and "clear away impediments to lending to small business." A few 
weeks later a Congressional Budget Office study rejected calls by small business groups urging 
lower capital requirements, saying this would have no effect on lending. Bill Clinton decided, on 
second thought, it would not be necessary to ask Congress to alter any banking laws after all; a 
few administrative changes would do the trick. 

On March 11th, in a special White House meeting, Bill Clinton continued the charade by 
announcing a plan that will "pare away excessive regulations" by reducing a few property 
appraisal requirements and allowing bankers to request examiners to go easy on foreclosing real 
estate loans that are being fully serviced. House Banking Committee chairman Henry Gonzalez 
(D-TX), in a classic statement of socialist hubris, declared, "It will take great skill to devise ways 
to protect against calamity, while at the same time allowing greater discretion to lenders." Other 
Administration officials shook their heads over the "lack of loan demand by business," which 
they blamed as the reason why banks are not lending. Consumer groups warned that "relaxing 
regulations could threaten the soundness of the banking system." No one said a word about 
abolishing or even reducing the collectivist, corrupting federal deposit insurance, whereby all of 
us pay for the losses of some who have made certain kinds of investments of their own accord. 

Then Bill Clinton got down to business. "We will not reduce attention to important 
regulations," he said. "The plan will not lower the capital requirement established in accordance 
with international standards" (Wall Street Journal, March 11, 1993). 

Of course not, Bill. We understand clearly why you cannot do that. 
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-- JANE H. INGRAHAM 


TRUSTBREAKING Antitrust is 
Anti-Consumer 

Of all the government illogic that has harassed business, the concept of "trust-busting" 
has probably been the most pernicious. Over the past 100 years since the passage of the Sherman 
Antitrust Act in 1890, businessmen have been hauled into court, fined, and jailed for pricing their 
products too high (monopoly), too low (cut-throat), or the same (collusion); for vertical 
integration, horizontal integration, denial of entry, market share, mergers, acquisitions, 
misallocation of resources, and too much advertising; and even for superior research and 
development. The realm of antitrust law is characterized by such contradiction, confusion, and 
vagueness that businessmen have no way of knowing whether specific actions will be declared 
illegal until after the tact; for this state of affairs we can thank the drive for bureaucratic power 
aided by deplorable liberal economics. Added to this muddled picture is the deep misconception 
of monopoly held by the public; for this we can blame populist politics and liberal falsification of 
history. 

For the truth about antitrust does not even remotely resemble the conventional wisdom or 
popular perception of monopoly. To have a really successful monopoly, one must first acquire 
the key; that key is government collusion. if a monopoly exists, the visible hand of government is 
sure to be close behind. In the long, distorted history of antitrust, no evidence has ever been 
presented to document the claim of a free market monopoly. The phrase is an oxymoron, an 
incongruity. Only government can hobble competition. Yet the myth persists that government 
must protect the public from the predatory power of business run amok in a free market. 

"Big and Bad" Myth 

The antitrust notion that "Bigness Is Badness" had its genesis in the last decades of the 
19th century with the rise of our industrial giants, especially the railroads and Standard Oil. After 
the War Between the States when the railroads expanded to the West, farmers perceived the 
railroads as holding the arbitrary power previously held only by government, able to charge 
whatever they pleased in the absence of any competition. The farmers' protests led to the 
Interstate Commerce Act of 1887, the beginning of the confusion in thinking about the free 
market and monopoly. 

The free market, it was held, if left to itself would necessarily acquire arbitrary monopoly 
power unless constrained by the wise hand of government. Although this theory has become the 
conventional wisdom, there has never been any empirical evidence that even remotely proves it. 
The farmers made a tragic error in identifying the culprit as the railroads. The real source of 
power remained with the government, with business merely providing a new avenue through 
which it could be exercised. 

Prior to the War Between the States the railroads developed in the East in stiff 
competition with one another; by the 1860s a clamor arose for them to tie California to the rest of 
the nation. But the sparse population did not warrant such a heavy investment. Enter 
government. The politicians decided that with "national prestige at stake," they would subsidize 
railroads with millions of acres of public land grants, issued in such a way that no two railroads 
would compete in the same area. Alternative forms of transportation, such as they were, could 
not compete with the subsidized rails. Thus the railroads' western move, unencumbered with 
competition, met the definition of a true monopoly. But this monopoly was not derived from the 
market, but from government: government land grants, government cash subsidies, and 
government restriction of competition. Like so much other mistaken history and economics, 
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there was no need for an Interstate Commerce Commission (ICC) to remedy any fault of the free 
market; the only thing the Commission could do was try to address problems which the 
government itself had created. But the ICC, in turn, produced new distortions which were 
"solved" with further government, and so on to our own day. 

Market "Failures" 

Free market "failure" was again blamed in the matter of the "trusts," which led to the 
Sherman Antitrust Act of 1890. The conventional account of the famous 1911 trust case against 
(preautomotive) Standard Oil as a ruthless monopoly that reduced market output in order to raise 
the price of kerosene (used for illumination) has nothing to do with the facts. Standard Oil grew 
from being a small company with four percent market share in 1870 to become a giant 
multidivisional conglomerate with 85 percent of the kerosene market by 1890. The record shows 
that this growth resulted from shrewd market innovations and efficiencies which kept costs low; 
kerosene tell from 30 cents a gallon in 1869 to 9 cents in 1880, 7.4 cents in 1890, and 5.9 cents 
in 1897. This was accomplished in a market open to competitors, who numbered 147 by 1911, 
including such large firms as Gulf, Texaco, Shell, Union, and Pure. But populist "muckraking" 
played into the hands of the bureaucrats. Contrary to the popular perception, however, the case 
ended with the court finding no evidence of guilt with respect to the charges of monopoly 
brought by the government. 

Another example of government punishment for success is the 1973 Federal Trade 
Commission case against Xerox, a company that revolutionized the copying business. Although 
there were many competitors, none was able to come up with a product that matched Xerox's. 
Consequently, Xerox did the lion's share of the business. So the outgunned competitors 
complained to the authorities, who lost no time in accusing Xerox of being too successful for the 
public good. Xerox was forced to make its 1,700 patents available to any company that wanted 
them and to help those companies develop products based on the patents! 

Industrial Policy 

Antitrust also functions as one of our oldest forms of industrial policy, or government 
industrial planning. The Justice Department and the FTC dictate merger guidelines (although 
they have no constitutional authority to do so) and, even while permitting them, intervene as to 
terms. The 1984 merger of Texaco and Getty was FTC approved on condition of the sale of 600 
service stations, certain pipelines, and several refineries; the Gulf-Chevron merger was FTC 
approved after agreement to sell 4,000 Gulf stations and a major oil refinery. The FTC also has 
assumed the authority to permit or deny joint business ventures, such as the Toyota-GM venture. 
What is happening here is that the government is putting itself in the place of the market, 
presuming it has knowledge about future costs and benefits that do not exist and that can be 
discovered only through the open market process. 

The recent decision to break up the American Telephone & Telegraph Co. (AT&T) is a 
classic example of both antitrust industrial planning and the fact that monopoly can exist only 
with government collusion. The government's argument was that AT&T's ownership of 22 
telephone companies allowed it to deny access to the bulk of the telecommunications business, 
while its ownership of Western Electric gave it unfair predominance in the telephone equipment 
market. 

While this picture of AT&T's vertical integration was accurate, it overlooked the fact that 
AT&T was the government's own creature; government regulation, not vertical integration, was 
the cause of the lack of competition. The FFC long restricted entry into long-distance 
telecommunications and regulated rates, while state governments restricted entry into local 
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telephone markets and regulated service and rates. 

The benefits of the breakup claimed by the government could and should have been 
achieved by complete deregulation. For instance, Western Electric's monopoly of the telephone 
equipment market was possible only because the telephone companies could pass along to 
consumers the inflated equipment costs in their regulated rates. In an open market, such a 
practice would be disastrous and would be quickly abandoned. Even the new access for 
competitors has an undetermined economic value because the current access fees are not 
determined by the market but are set by the FTC. In the absence of true market values, no one 
can be sure that overall resource efficiency and the public interest have actually been improved. 

The AT&T case brings us to the matter of the complicity of business in its own 
regulation. Business has long tried to use legislation to gain an economic advantage not 
obtainable in a free market, such as the "voluntary" quotas on auto imports sought by Detroit's 
Big Three which have inflicted massive economic losses on consumers. Government regulation 
of AT&T was not exactly unilateral; AT&T has a long history of opposing attempts to increase 
competition. This seeking after protection goes all the way back to the first trust cases. 

Some economists believe that Senator John Sherman's motives were suspect, since the 
outputs of the indicted trusts, far from being restricted, had expanded rapidly in the decade prior 
to the Sherman Antitrust Act of 1890. Whether or not antitrust was originally intended to protect 
special interests, the fact is that it has done so, protecting existing market structure and keeping 
prices high. It has been widely used by smaller firms to restrain rivals and maintain their own 
market share; in fact, 95 percent of antitrust litigation is initiated by private firms. Defendants 
have lost cases because their low prices and innovations have been ruled to be "exclusionary." 
All this reveals the fundamental nature of antitrust policy, which is to benefit some at the 
expense of others; these "others" are largely consumers. 

The Biggest Monopoly 

We come now to the biggest monopolist of all, government itself. Although government 
poses as the great advocate of "fairness" in the market, at the same time it creates legal 
monopolies from AT&T to taxicabs to funeral homes to cable-television franchising. 
Government on all levels is the primary restrictor of entry and restrainer of competition from 
accountants to hairdressers, from liquor to milk. For instance, the New York legal milk 
monopoly kept out cheaper milk for more than 50 years. Legal monopolies clearly illustrate the 
contorted logic behind antitrust law, which is that efficient business should not be allowed to 
drive out less efficient business and provide lower prices to consumers. Yet antitrust laws were 
supposedly written to encourage competition, not end it, and for the benefit of consumers, not for 
their injury. 

If there is any justification for antitrust law at all, it rests in its use for the removal of 
these legal monopolies. But this benefit would not outweigh the profound necessity for removing 
the antitrust laws entirely from the books. They should all be repealed for the public's benefit. 
This is the only way to remove the damaging, unconstitutional hand of government from the 
market process. Americans' persistent, misplaced faith that antitrust law exists to protect them 
from "tree market monopoly" must be replaced by the knowledge that their real protection is a 
truly free market. 

-- JANE H. INGRAHAM 


TRANSPORTATION Riding the Free 


Market 
Writing in the Los Angles Times, Edward R. Beauvais, founder and chairman of America 
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West Airlines, claimed that "airline deregulation isn't working and consumers may soon regard 
the airline industry as they do Detroit, an industry out of touch with the needs of its customers." 
Beauvais went on to describe the present chaos in his industry as "a few powerful and financially 
secure airlines driving all others out of business." He added that "it's time that the government 
took action on behalf of all airlines." 

Beauvais is wrong. Deregulation of the airlines industry has been a proven success, 
encouraging greater efficiency, better service, and lower fares for the American consumer. 
Constitutional scholar Dan Smoot once observed, "The only effective instrumentality for 
protecting the public against harmful business practices is a free-market system in which the 
consumer is king." Smoot's cogent observation and the principles of economics upon which his 
observation is based apply just as much to the airlines industry as they do to any other sector of 
our economy. 

Nevertheless, it is not surprising that the chairman of an airline would call for 
reregulation of his industry. Big business advocates support government regulation as long as the 
regulation protects their particular business or industry, to the detriment of their competitors and 
consumers. In the long run, economist George J. Stigler once noted, "regulation is acquired by 
the industry and is designed and operated primarily for its benefit." 

Proven Success 

In the late 1970s, the Carter Administration began efforts to deregulate the airline 
industry. Success came in 1978 with the passage of the Airline Deregulation Act. As a part of 
this effort the Civil Aeronautics Board (CAB) -- which Set rates and controlled competition -- 
was abolished. 

Prior to this deregulation, proponents of government regulation charged that without 
strict government price controls the public would end up paying more for airline flights. But 
deregulation had exactly the opposite effect, as anyone who understands free market principles 
would expect. Since 1978, increased competition has caused air fares to drop. Reason magazine 
estimated that decontrol has saved air passengers at least $6 billion a year. These lower fares, in 
turn, have triggered a huge surge in airline travel. Lower fares have made it possible for more 
Americans than ever before to afford airline travel. Since deregulation, the number of airline 
trips made by passengers on American carriers each year has jumped from approximately 272 
million to around 450 million. 

The proponents of government regulation also warned that deregulation would remove 
air service from small towns as airlines eliminate all unprofitable services. In fact, small towns 
are now served by new -- typically regional -- airlines. 

They also charged that deregulation and increased price competition would make the 
airlines less safe. In fact, airline travel became safer during the period of decontrol. Between 
1980 and 1988 the rate of fatalities on airline transportation per 100,000 travelers fell by half. 
Carrier insurance rates are currently running an estimated 22 percent below what they would 
have been in the absence of deregulation! It is safer to fly today than at any other time in 
American history. 

Other Arguments 

In 1987 U.S. Air's chairman Edward Colodny lamented that bargain-basement fares do 
not make up for service declines. Service indeed declined (temporarily) in the wake of the 
deregulation, not due to market defects, but due to increased volume in the number of air 
travelers. Economist Julian L. Simon found that "even though service related complaints to the 
Department of Transportation increased in 1987 and 1988, there were fewer complaints per 
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100,000 passengers in 1987 than in 1979." 

As the system has adjusted to the increased volume of travelers, service has improved 
and become more efficient. But the proponents of regulation tend to lament the loss of jobs -- 
especially union jobs -- and the increase in the number of bankrupt airlines since 1978. America 
West Airline chairman Edward R. Beauvais writes, "Of the 14 airlines that have started since 
1978, only America West is still flying. And, more than 150,000 airline industry employees have 
lost their jobs since 1988." 

While it is true that during the 1980s the industry experienced a decade of structural 
consolidations and layoffs due to deregulation -- including the bankruptcy of Braniff and Pan 
Am and the sale of United -- these losses were not catastrophic for the consumer. No single 
"monopolistic" American carrier has emerged to dominate and dictate lares (as the doomsayers 
warned). Much to the chagrin of established finns, competition -- and the number of new entrants 
-- has increased in the wake of deregulation. 

Many in the industry tend to look back at the comfortable pre-1978 days as the golden 
age. Under the CAB, fares were strictly controlled. Airlines routes were restricted and high 
barriers to new entrants excluded low-rate alternatives. Airlines were assured profits, and 
management styles were bureaucratic, detached from the reality of marketplace demands, and 
inefficient. 

Airlines. like all businesses in the American economy, exist for only one purpose: to 
make profits for the stockholders by serving consumer needs. That is, the airline companies do 
not exist for the benefits of their labor unions, their employees, or government officials. 

Deregulation has brought increased competition and innovative marketing techniques 
within the airline industry. In 1981 American Airlines introduced "frequent flyer" premiums, a 
concept that was quickly matched by competitors. As the competition heated up the frequent 
flyer frenzy peaked in 1988 with a major carrier offering triple mileage credits to members. This 
type of consumer benefit would likely never have happened under a government-regulated 
airline industry. 

Remember the Railroads 

Anyone who sincerely believes that regulation would be good for the airlines should take 
a hard look at what government regulation has done to another transportation industry -- the 
railroads. 

Created by an act of Congress in 1887, the Interstate Commerce Commission (ICC) 
became the nation's first independent regulatory agency. The ICC's authority was initially aimed 
at the railroads. Its advocates boasted that the new agency would regulate coercive private 
railroad monopolies, control outrageous freight and passenger rates, put an end to political 
corruption caused by railroad bribery, improve service, and end geographic discrimination when 
new rail lines were planned. 

In 1860 there were only 30,625 miles of railroad track in the entire United States. With 
the help of direct government subsidies and land grants, railroad building experienced a dramatic 
increase: The total length of track increased to 198,964 miles by 1900, and to 263,821 miles by 
1920. 

Over roughly this same period, from 1877 to 1916, railroad freight rates were declining 
almost continually. In 1899 most witnesses appearing before the Industrial Commission 
concluded that railroad "competition was so vigorous that profits of nearly all competing 
establishments were destroyed." Repeated efforts to form both formal and informal cartels and 
rate agreements among competing railroads broke down. Thus, to protect the industry and to 
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boost rates, government intervention (the only source of monopoly power) was deemed 
necessary. 

Sold to the American public as a sweeping reform, the ICC was actually set up at the 
behest of the railroad industry to prevent "cut-throat" competition. 

Economic historian Gabriel Kolko, in his book The Triumph of Conservatism (1963), 
wrote: "Competition was unacceptable to many key business and financial interests .... As new 
competitors sprang up, and economic power was diffused through out an expanding nation, it 
became apparent to many important businessmen that only the national government could 
‘rationalize’ the economy. Although specific conditions varied from industry to industry, internal 
problems that could be solved by political means were the common denominator in those 
industries whose leaders advocated greater federal regulation. Ironically, contrary to the 
consensus of historians, it was not the existence of monopoly that caused the federal government 
to intervene in the economy, but the lack of it." 

For many years the ICC protected the established railroads from competition, 
guaranteeing railroad owners, managers, and unions profits significantly higher than would have 
been the case in a free, unhampered market. As a result, the industry initially benefited from 
government protection. 

End of the Line 

Over the long run, however, ICC price controls and government regulation helped to 
ossify and ultimately ruin the railroad industry. When the marketplace changed and when rival 
modes of transportation such as barge lines, trucks, buses, pipelines, automobiles, and airlines 
became more practical, the protected and regulated railroad industry continued to live in the past. 
As a result, the glory of the rails passed to the trucking industry for freight and to the airlines 
with the passenger business. 

The end of the line for the rail industry came on October 30, 1970 when President Nixon 
signed the Rail Passenger Service Act. This led to the creation of Amtrak, which currently 
operates an average of 210 trains per day, serving over 500 station locations over a system of 
approximately 24,000 miles. Amtrak -- which still requires massive infusions of tax dollars each 
year to continue operations -- is more than just another billion dollar pork-barrel boondoggle. It 
was created as a mechanism to permit the railroads to divest themselves of unprofitable 
passenger operations. Prior to the creation of Amtrak, the ICC forced many railroads to operate 
passenger lines, even if they took a loss on the operation. 

Regulation is a dangerous government tool for controlling business and industry. For the 
good of society as a whole, Americans need to resist all appeals and rationalizations that may 
lead to the subversion of the natural market process which spontaneously serves the dynamic 
needs of consumers. The air industry deregulation of 1978 may have saved the industry from the 
sad late of the American railroads. 

-- MARK D. ISAACS 


LABOR State of the 
Unions 

On January 24, 1986 members of local 376 of the United Auto Workers went on strike 
against the Colt Firearms Division in West Hartford, Connecticut. Within days Colt management 
began running ads and hiring replacement workers. UAW leaders charged that Colt was "trying 
to bust the union!" To prevent replacement workers from entering Colt, to cripple production, 
and to harass the management, the UAW set up picket lines and even mounted loud protests at 
the home of the company president. 
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Still smarting from President Reagan's 1981 decision to fire striking federal air traffic 
controllers (effectively breaking their union), the UAW poured both national money and political 
effort into the Colt fight. "Spontaneous acts" of violence occurred, company property was 
damaged, and replacement workers were threatened. But despite the relentless union assault, 
Colt management did not flinch. Negotiations broke down, and the strike fingered for years. The 
economic and social costs were devastating. Skilled workers with decades of experience were 
forced to take side jobs to support their families. Careers and incomes plunged. Families were 
destroyed. 

In the end the union was forced to concede, union members were rehired (with significant 
wage and benefit concessions), replacement workers lost their jobs, and Colt filed for Chapter 11 
protection. A once stable company that employed thousands and produced quality firearms is 
now a mere shadow of its former greatness. 

In 1992, laced with the prospect of members losing their jobs to replacement workers, the 
UAW was again forced to capitulate after a grueling five-month strike, this time against the 
Illinois-based Caterpillar Company, a manufacturer of heavy equipment. In this episode, union 
solidarity was undermined when many Caterpillar workers openly defied the UAW leadership, 
returning to work in the midst of the strike in order to protect their jobs. 

On April 13, 1993 Barry Feinstein, one of New York City's most powerful labor leaders, 
was ordered by District Court Judge David N. Edelstein to resign from all Teamsters posts and 
never to work lot the union again in any capacity. Feinstein, who took over Local 237 in 1967, is 
most notorious lot ordering Teamsters bridge keepers to lock open New York City's 
drawbridges, paralyzing the city for a day in the early 1970s. Feinstein agreed to the exile in 
order to avoid federal prosecution for embezzlement of union funds. Prosecutors alleged that 
Feinstein used more than $500,000 of union funds lot personal expenses. 

Labor Monopoly 

The unhampered free market allocates to every participant the undiminished fruits of his 
labor. Wage and price transactions are established voluntarily between management and labor. 
Moreover, workers are guaranteed mobility, freedom of choice, and opportunity to sell their 
labor for the highest possible wage. 

Labor unions in the U.S. historically have not been free and voluntary associations of 
workers, but rather government-sanctioned monopolies. Through special privileges granted by 
government, these unions employ coercion to impose higher labor costs on employers and 
consumers. These higher costs reduce the returns on capital (profits) and curb production and 
additional opportunities for employment. Thus, unionism fosters unemployment in a system that 
channels special privileges to a few. 

Prior to World War I, labor unions in the U.S. were for the most part small, they often 
resorted to violence to press for their demands. and were usually of little significance. The 
largest and most moderate union, the American Federation of Labor (AFL), was rounded in 1886 
and had less than two million members nationwide by 1914. 

During WWI President Woodrow Wilson introduced military conscription, Liberty 
Bonds, deficit spending, central wartime economic planning, and union promotion policies. 
Government planners preferred to deal with a few powerful cartels of big business and labor than 
many individual industrialists and businessmen. To aid labor unions, the Wilson Administration 
ignored antitrust laws already on the books (which had been used periodically against unions) 
and established the National War Labor Board (a court of last resort for labor disputes). As a 
result, by 1920 total union membership had increased to more than five million. 
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After WWI the labor market was deregulated (special privileges withdrawn) and union 
membership again plunged. Between 1923 and 1929 membership stood at around 3.6 million. 
From 1930 to 1932 -- during the depths of the Great Depression -- labor unions lost over 400,000 
members. Thus, prior to the inception of FDR's New Deal less than 11 percent of the private 
work force was unionized. American union membership had dropped below three million for the 
first time since 1917. 

The National Industrial Recovery Act (NIRA) of 1933 was aimed at the promotion of 
economic recovery through self-regulation of business, curtailing overproduction, increasing 
wages, shortening hours of labor, and raising prices (the Depression featured a disastrous 
deflation). To carry out the policies of the NIRA the Roosevelt Administration created the 
National Recovery Administration (NRA) with its famous Blue Eagle and fair competition 
codes. These codes (576 basic codes and 189 supplementary codes) were worked out by 
cooperation of government, industry, and labor. Despite being struck down by the Supreme 
Court in 1937 (a 5-4 decision), the NRA set the standard for future interventionist programs 
benefiting the unions and controlling business. 

Interventionist Laws 

The basis for all present-day federal intervention in the labor market is the National 
Labor Relations Act of 1935, which empowered unions with a host of special privileges and 
established the independent National Labor Relations Board (NLRB) -- which replaced the 
courts -- to handle all labor-management disputes. 

The NLRB still plays an active role in labor-management disputes. During the Bush 
Administration, for example, the NLRB ordered the reinstatement of a union supporter to his job 
at a window manufacturing company after the man had threatened to kill his supervisor. 

The Wage and Hour Act of 1938 was the last major piece of New Deal legislation signed 
into law prior to WWIL. It created a 44-hour week (later lowered to 40 hours), mandated 
time-and-a-half pay for overtime, and set a 25-cent-per-hour minimum wage. With-in seven 
years the minimum wage was to be increased to 40 cents per hour (the current minimum wage is 
$4.25 per hour). 

The Wage and Hour Act was unprecedented in American history. Prior to this 
intervention employers and workers negotiated and set hours and wages based on supply and 
demand in a free and voluntary process. The Wage and Hour Act, supported by unions because it 
excludes marginal workers from the work force, is still rigorously enforced by the Wage and 
Hour Division of the Department of Labor. 

As a result of federal sanctions such as these, union membership increased by 
160-percent from 1933 to 1940. New Deal critic Benjamin M. Anderson concluded, "It is an 
exaggeration to say that we had a government by labor union leaders ... but not a very great 
exaggeration." 

The Labor-Management Relations Act of 1947 (the Taft-Hartley Act) was an effort to 
curb some of the pro-union privileges bestowed on the labor movement by the New Dealers. But 
despite the fact that protesting unions labeled this reform "the slave labor act," it did not repeal 
existing pro-union laws. Rather, it gave the federal government more power to intervene in labor 
disputes and to force employees back to work. 

Dwindling Membership 

Despite privileges and support from the federal government since WWII, union 
membership has dwindled from a peak of 27 percent of the work force in 1955 to less than 12 
percent of the total work force. The only area of growth has been among public employee 
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unions. 

The decline of labor unions in the U.S. may be traced to several factors. including the 
trend away from labor-intensive manufacturing toward a more service-orientated economy. 
Capital is liquid. Because of this, investors and manufacturers have tended to avoid areas of the 
nation where unions are strong (such as the Northeast), preferring to set up shop in the Sunbelt 
states or out of the country entirely. This produces the situation often descried as "the exportation 
of American jobs." This loss of jobs has occurred as business and industry have fled from the 
antagonistic and manipulative atmosphere inherent in a work environment dominated by labor 
unions. 

In addition, fearing self-destructive strikes and high union dues demanded by unions that 
support a host of liberal-socialist political objectives, many rank-and-file workers themselves 
have rejected labor unions. 

Unionism under current Secretary of Labor Robert B. Reich is poised for a 1930s-style 
revival of power and influence. Reich has spent years lamenting the 30-year decline of organized 
labor. Reich dreams of a return to the ideology of FDR's labor-business-government partnership, 
and thus is likely to fight for a plethora of pro-union regulations and legislation. The result would 
be a political power boost for the Clinton Administration and continued economic losses for the 
consumer and for American competitiveness in the worldwide marketplace. 

-- MARK D. ISAACS 


LABOR The Worker's 
Comp Scam 

Liberals care about workers. How do we know? They tell us so. And, of course, they 
prove it by championing such benign-sounding state-mandated programs as workers' 
compensation. Yet the high cost and heavy burden of workers' comp hurts not only business but 
all workers. Nowhere is this more painfully evident than in California, where regulatory overkill 
-- including an especially liberal workers' comp system -- is largely responsible for the loss of 
nearly a million jobs since 1990. 

Because California's workers' comp represents one of the most egregious examples of 
systemic corruption, and because it frequently is cited as a model for other states to follow, the 
California workers' comp system is the main focus of this report. 

A Case Study 

Every major study of the California economy cites the high costs of compensating 
workers for on-the-job injuries as a significant regulatory contributor to the state's economic 
decline. The compensation system is so openly corrupt that television shows regularly record 
street corner "runners" recruiting prospects for "comp mills." Comp mill lawyers advertise "hot 
lines" to medical clinics guaranteeing profitable diagnoses -- for the "stress" of being fired, for 
drug abuse, or for back pain, neck pain, headaches, etc. As a result, the cost of litigation is 
skyrocketing. For every $100 in worker benefits paid in 1990, $67 went for litigation. By 1988, 
the total cost of litigation exceeded the amount paid for doctor's treatment. Litigation cost job 
creators $1.5 billion in 1990. 

California employers pay the second highest insurance premiums for workers' 
compensation in the country. Many California businesses pay 20 to 50 percent of their total 
payrolls in comp premiums. Insurers pay comp claims 52 percent higher per claim than the 
national average. 

There is no end in sight. From 1982 to 1993, premium costs increased more than 300 
percent, from $3.6 billion to an estimated $12 billion, while actual disabling injuries per capita 
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declined ten percent. Driving the escalating premium costs are skyrocketing increases in the 
number of claims. California ranks fifth among the states in claims per 100,000 workers and 
second in the number of claims filed for minor disabilities. It accepts suspicious claims that other 
states reject outright. In fact, the system actually pays out enormous benefits for such claims. 

In 1911, California's workers' compensation system was set up to be a "no fault" 
insurance system, liberally favoring workers but also relieving employers from lawsuits. The 
purpose was to make the injured worker economically whole for his wage losses, to cure his 
injury, and to return him to work. The employer's insurance (private, state, or self) routinely paid 
for bones broken and fingers cut. No disputes, no lawyers. Employees went back to work as soon 
as they were able, and premiums constituted an affordable and predictable cost for business. 

But once government entered the picture to dictate. what should have remained private, 
corruption and exploitation inevitably followed. Politicians and judges turned the system into 
their playground for personal empire-building and social engineering. The California legislature 
added new "injuries," benefits, and medical treatments to the program coverage. Claims for 
"cumulative trauma," "environmental disease," "mental stress," and other non-verifiable 
disabilities have flooded the system. And suits demanding that employers provide "vocational 
retraining" for those employees "injured" in these highly questionable cases are sending costs 
through the stratosphere. 

The law assumes "job causation" for an injury if the workplace contributed as little as one 
percent to the claimed injury. Any arguable degree of "proximate" workplace "contribution" is 
enough. 

It gets worse. Doctor certification of nebulous ills is common. California does not use 
objective American Medical Association guidelines defining specific ills. Doctors certify 
medically unverifiable claims, such as for soft tissue injuries, aging, and "stress." It is impossible 
for employers to objectively disprove these maladies. Lawyers promote imaginary injuries. One 
employer gave a polio victim a job for 25 years and then was required to pay the worker's 
lifetime attendant care when it was determined that "cumulative injury" from the job's "repeated 
motion," not the polio, was responsible for the employee's paralysis. Such judgments 
understandably increase employer reluctance to hire the handicapped and those with pre-existing 
illnesses, and thus work against the welfare of the vast majority of those who are physically 
handicapped. 

Invitation to Fraud 

Although fraud is rampant, very little is being done about it. In 1991 the California 
Department of Insurance, which delights in bashing the insurance industry, prosecuted only one 
percent of fraud complaints. As much as 25 percent of paid claims are fraudulent; and another 20 
to 30 percent are either "gray area" claims, or opportunistic bill padding. 

"Stress" claims have climbed 1,200 percent since 1979, accounting for seven percent of 
all claims costs -- $460 million in 1988. Under reported, the actual cost of stress claims may be 
three or four times higher. Nine of ten "stress" claimants win. 

Judges in compensation cases usually accept the word of the worker alone as evidence 
that the job contributed to a claimed ill. Neither a "preponderance of" nor "clear and convincing" 
evidence is required. The employer nearly always is considered "guilty as charged." The 
insurance companies pay bogus claims rather than fight. Lawyer- and doctor-aided workers 
easily claim -- and employers cannot disprove -- that the workplace caused one percent of the 
medically subjective condition. Workers fired for on-the-job theft, drinking, and drug use often 
win retaliatory claims -- for stress, pain, and cumulative injury. 
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Is it any wonder that business, also, is feeling the pain? 
-- ROGER B. CANFIELD 


IRS A 
Law Unto Itself 

The Internal Revenue Service (IRS) is our nation's largest law enforcement agency. 
Armed with awesome power, it collects detailed information on virtually every American (not 
simply suspected lawbreakers) and stores it in the highly sophisticated computer system that 
streamlines its scrutiny of the most intimate. details of our lives. With 123,000 employees (five 
times more than the FBJ), it has independent authority to impose civil penalties and no legal 
obligation to take a person to court before seizing his car, home, paycheck, or other property. 

In criminal cases the burden of proof lies with the government. In IRS cases, it falls on 
the taxpayer, even when the IRS itself errs. The February 1, 1993 issue of Business Week noted 
that while entering data into computers from the millions of multi-page returns, a "typing 
mistake by an IRS employee -- such as transposing interest income with capital gains -- could 
cause havoc." According to the General Accounting Office, 44 percent of penalties assessed 
against taxpayers for 1991 returns were erroneous. 

In many instances, verbal and printed IRS instructions are incomplete or erroneous, yet 
taxpayers are held accountable for the errors they make when following IRS advice. The Los 
Angeles Times for February 9th quoted IRS spokesman Rob Giannangeli as saying that you 
cannot legally depend on what the agency tells you either in print or over the phone. "When you 
come down to it, these publications we put out have no standing in law," Giannangeli declared. 
"The only thing that means anything is the Internal Revenue Code." That code now totals around 
2,200 pages, not counting another 10,000 pages of regulations having the force of law and 
200,000 pages of IRS and court interpretations. 

Counting the Cost 

The IRS, whose fiscal 1993 budget is around $280 million, will collect more than $1 
trillion in taxes from all sources. At first glance, it may seem a remarkably cost-effective 
operation, but appearances can be deceiving. Writing in the Winter 1992 issue of the Heritage 
Foundation's quarterly Policy Review, James L. Payne, director of Lytton Research & Analysis 
in Sandpoint, Idaho, pointed out that "virtually all costs of operating the U.S. tax system are 
displaced onto the private sector," "appear nowhere in the federal budget," and "are about 100 
times larger than the budgeted governmental costs." 

Our taxing system imposes more than 30 separate burdens on individuals, businesses, and 
society as a whole. The paperwork blizzard associated with tax compliance, for example, entails 
the costs of record-keeping and storage, learning the tax requirements, filling out the forms, etc. 
Payne cited figures compiled by an Arthur D. Little research team indicating that for "businesses, 
the total number of working hours devoted to federal tax-compliance activities was 3.614 billion 
in 1985 and for individuals it was 1.813 billion, for a grand total of 5.427 billion hours." Payne 
continued: 

To put this figure in perspective, the work year for a typical employee is 1,844 hours. 

Therefore the 5.4 billion hours noted above translates into 2.943 million 

Americans working full time on federal tax-compliance activities in 1985. 

Payne calculated that business and individual tax-compliance costs amounted to $232.2 
billion in 1990, to which must be added the cost of lost production resulting from sundry 
disincentives of the tax system. He noted that "every tax amounts to a penalty for engaging in the 
activity being taxed." When Congress enacted the ten percent luxury tax on such items as boats, 
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airplanes, and jewelry in 1990, for example, virtually "overnight, these industries contracted as 
buyers resisted paying the higher taxes. According to a Joint Economic Committee estimate, the 
tax destroyed 7,600 jobs in the boat industry alone." And a 1981 Brookings Institution study by 
two Princeton University economists concluded that for every dollar raised by the corporation 
tax, the economy lost $1.39 in foregone production. Payne estimated the disincentive cost at a 
staggering $315.6 billion for 1990 alone. 

Still other cost factors include tax enforcement, filing penalties (imposed on the basis of 
complex, vague provisions of the tax code), litigation (largely due to disagreement about what 
the law actually requires), and legal tax avoidance and illegal evasion. James Payne calculated 
that such components totaled $64.5 billion in 1990. 

Add it all together (including $5.86 billion in overall government costs) and you come up 
with a mind-boggling grand total of $618.1 billion, or around 65 percent of the total tax revenue 
collected for the period scrutinized. Clearly, tax collection is the most expensive of all 
government programs (about twice the defense budget and six times the allotment for Medicare). 

Lawbreakers All 

The massive size and staggering ambiguity of the IRS tax code make nearly every 
taxpayer an almost certain lawbreaker. An IRS memorandum quoted in the March 1980 
Saturday Review asserted: "Agents should be able to discover errors in 99.9 percent of all 
returns if they want." Newsday for February 17, 1993 noted, for instance, that we "have allowed 
our government, through the IRS, to make criminals and tax cheats of the millions of citizens 
who pay teenagers, friends, neighbors or relatives nominal amounts of money to mow our lawns, 
babysit our children ... or shovel snow from our driveways -- and who fail to comply with 
onerous and intrusive government regulation and law. Let's not forget the ordinary yard sale, 
which, if truth be known, has most likely placed anyone who's ever conducted one afoul of the 
IRS." 

The IRS has power to grant or refuse tax-exempt status to educational. religious, and 
charitable organizations at whim. Many organizations formed to oppose collectivism and big 
government have been effectively neutralized via a tax-exempt designation that requires them to 
pull punches and keep their activities relatively subdued lest they risk losing their exemption. 
When exempt entities opt to stand firm for strongly held principles which conflict with 
government policy, they often face, at the very least, expensive harassment over the exemption. 
During last year's election, for instance, an evangelical church in Binghamton, New York 
opposed President Clinton for supporting abortion, homosexual "rights," and distribution of 
condoms in government schools. all of which were important moral issues with crucial religious 
implications. The church ran ads asking: "Do we really want as president and a role model for 
our children a man of this character who supports this type of behavior?" Following the election, 
the IRS launched an investigation of the church. 

"Sending a Message" 

The IRS often arranges to publicize high-profile tax cases close to April 15th as a way of 
"sending a message" to the rest of us. One example is hotel queen Leona Helmsley, who was 
sent to prison in 1989 on grounds that she and her elderly and ailing husband had tried to cheat 
the government by under-reporting income for the years 1983-85 by $2.6 million to avoid paying 
$1.7 million in taxes. During the years in question (though it was seldom mentioned in news 
accounts), the Helmsleys paid $53.7 million in federal income taxes, or 52 percent of their 
$103.65 million income. The IRS claimed they owed $55.4 million. In other words, they paid 97 
percent of the taxes the government claimed they owed. As economist Paul Craig Roberts has 
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written, the "Helmsleys have no children, and their vast fortune has been left to charity. They are 
both elderly and ill .... They obviously have more income and wealth than could possibly be 
spent and no incentive whatsoever to cheat the government in order to increase their charitable 
bequest by $1.7 million." 

Yet Leona Helmsley was not only ordered to pay the $1.7 million in back taxes and foot 
the government's expense of bringing her to "justice," but was sentenced to tour years in prison, 
fined $7.1 million, and ordered to perform 750 hours of community service. She was sentenced 
on April 12, 1989, three days before the tax deadline. 

Instances of tax collection taking precedence over fairness and due process abound. For 
example: 

* In 1986, William and Peggy Abernathy filed for bankruptcy while owing nearly 
$30,000 in unpaid taxes, penalties, and interest. The bankruptcy proceeding should have ended 
efforts by the IRS to collect the old taxes, but the agency repeatedly tried to seize the couple's 
current income refunds. In February of this year, the bankruptcy judge ruled in the Abernathys' 
favor, comparing the IRS to a "rogue elephant" and asserting that in "its more than 
two-decade-long involvement as a practitioner, professor and judge in the bankruptcy system, 
this court has never encountered a more egregious flaunting of the bankruptcy system as that 
which it has seen by the IRS in this case." 

* In 1984, retired Long Island University professor Leona Weiner was wrongly slapped 
with liens by the IRS for a supposedly unpaid tax bill. More than $1,700 was stripped from her 
pension fund and her credit rating was damaged. Last year, the IRS admitted its error and 
returned her money. Weiner sued for damages, but mainly wanted a formal apology. In February 
of this year, the U.S. Court of Appeals reluctantly ruled that congressional statutes protect 
federal employees from being held responsible for anything relating to their work. "The reason 
she cannot obtain the apology that she so clearly deserves," the court declared, "is no doubt due, 
regrettably, to the fact that probably not one individual in the entire IRS bureaucracy believes 
that he or she did wrong." 

¢ Shirley Lojeski of Ipersville, Pennsylvania owed the government no back taxes, and had 
committed no crime, when the IRS seized her bank account without warning as part of its 
enforcement action against her boyfriend. The agency believed, wrongly, that her boyfriend was 
funneling funds into her account. Lojeski's money was not returned until four months after the 
case was settled. By that time, she was nearly bankrupt and faced a $30,000 bill for legal fees. 
The IRS officer who seized her account was promoted. 

* Carol Bettencourt, a 34-year-old Phoenix, Arizona mother trying to support her three 
children as a restaurant cook for $4.50 an hour, expected a $614 refund check from the IRS, but 
instead received a note from the IRS stating that the agency was applying her refund to back 
taxes owed by her ex-husband. When she attempted to explain the hardship it would cause her, 
an IRS "problem solver" told her: "If you're working, we can attach your wages, but if you're on 
welfare, we can't touch you." She had vowed not to go on welfare, however, and a few weeks 
later the IRS slapped her with a notice for $3,666 in taxes, penalties, and interest, also related to 
her ex-husband's back taxes. Eventually, her attorney (a loner IRS analyst) discovered that the 
IRS had failed to send her a tax-deficiency notice as required by law. The IRS dropped the 
matter. 

* * * 

It is important to remember that Congress is responsible for our tax laws and the 

extra-constitutional powers wielded by the IRS. Taxes are the lifeblood of big-government 
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politics. Former New York Times reporter David Burnham noted in his book, The IRS: A Law 
Unto Itself; that to "guarantee their re-election, incumbent members of Congress must deliver 
the goods to their constituents, but Congress cannot give away money unless the Treasury is 
continually replenished." As long as the American people elect tax-and-spend politicians to 
represent them in Congress, they may expect taxes to increase and the IRS enforcement arm of 
the tax bureaucracy to become increasingly ferocious in its efforts to extract every drop of blood 
from every taxpaying turnip it can find. 

Electing constitutionalists, on the other hand, would by definition serve to curb IRS 
excesses while reducing the federal monolith to its proper constitutional (and fiscal) limits. The 
choice, as always, will be ours when next year's congressional election rolls around. 

-- ROBERT W. LEE 


BATF WACO: An 
Unnecessary Tragedy 

As we write, federal agents are sifting through the smoldering remains of the Branch 
Davidian compound near Waco, Texas in the aftermath of what syndicated columnist Joseph 
Sobran described as a standoff between someone who believed he was the son of God, and a 
federal government that believes it is God. 

On day 51 of the standoff, federal forces tore holes in the compound with armored 
vehicles and poured in tear gas in an effort to force the approximately 95 men, women, and 
children to give up. But in what federal authorities are guessing was mass suicide, cultists 
apparently responded to the federal assault by burning the huge compound down around 
themselves, killing all but nine survivors. 

Analysis of a Fiasco 

The incident began on February 28th when more than 100 agents of the Bureau of 
Alcohol, Tobacco and Firearms (BATF) attempted to storm the 77-acre compound that served as 
home to self-proclaimed messiah David Koresh and his small band of followers. Four agents 
were killed and 16 wounded in the shoot-out, while six sect members (according to Koresh) died 
and an unknown number were injured. Supposedly, the raid was undertaken because the 
Davidians were storing illegal weapons, but BATF Director Stephen E. Higgins has said that 
there may have been nothing illegal about their owning the "scores if not hundreds" of weapons, 
but that it was suspected they were planning to convert some from semiautomatic to automatic 
fire. 

The BATF at first told reporters that the raid failed because the Davidians were tipped 
off. Subsequent reports indicate, however, that actions of the BATF itself and the other law 
enforcement agencies involved may have enabled the sect to ascertain what was happening and 
when. Television reporters showed up near the compound an hour before the assault team struck. 
Federal agents speaking anonymously told the New York Times that at least two of three 
helicopters used in the assault were hit by gunfire from the compound before the ground 
operation began, removing any doubt that the element of surprise had been lost, yet BATF 
personnel on the ground were not warned that shots had been fired at the helicopters. 

On March 3rd, BATF Deputy Director Dan Hartnett claimed that a phone call received 
by Koresh 40 minutes prior to the attack may have alerted the sect, and that "they quickly began 
preparing to defend the compound after being alerted." But on March 13th, BATF spokesman 
Dan Conroy told reporters that even after there were indications that Koresh and his followers 
may have been tipped off, "there was no indication of any battle plan or people going, picking up 
arms or anything of that nature. So we proceeded ahead, based on that." 
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Much attention directed at the Koresh sect has focused on the supposed ease with which 
it acquired its arsenal of weapons, with accompanying calls for tougher gun controls. On March 
3rd, BATF Director Higgins asserted through a spokesman that "most other countries have a lot 
stronger firearms laws than we do, which is too bad." Four days later, he told CBS News Face 
the Nation panelists that he now supports the Brady handgun waiting-period bill. Asked if this 
was a new position of the BATF, he responded: "That's correct. And we've never had four agents 
killed in a single day." 

Assuming that the Davidians obtained some of their guns illegally, they did so despite the 
plethora of already-existing gun control laws. A Brady-type waiting period would not have 
precluded them from collecting their arsenal over many months or years. Neither would a 
one-gun-per-month restriction have affected them, since more than 130 persons were involved. 

Dubious Record 

The BATF is a Treasury Department entity whose early agents made a name chasing 
moonshiners and bootleggers during the 1920s. It began as a tax collecting agency, but now has 
law enforcement powers as well. Following passage of the 1968 Gun Control Act, the Alcohol 
and Tobacco Division of the IRS became the Alcohol, Tobacco, and Firearms Division (ATFD). 
On July 1, 1972, the division was elevated to full bureau status. The BATF has around 2,000 
agents and a fiscal 1993 budget of about $350 million. 

The Waco incident was merely one of many fiascos which have embroiled the BATF in 
controversy over the nature and constitutionality of its tactics. It has often been criticized for 
going after law-abiding citizens who are easier to target than real, hard-core criminals. For 
instance: 

¢ On April 1, 1992, about 30 BATF agents raided the home of Del Knudson in Colville, 
Washington, while Knudson was at work. For three hours, the home was searched and Mrs. 
Knudson was interrogated about the family's religious and political views. The raid was based on 
the sworn affidavit of a family friend who alleged that the couple sought to overthrow the U.S. 
government, were white supremacists, and owned machine guns. When it was discovered that 
the BATF's informant was certifiably insane, the BATF dropped the case. 

* Craig DeFeyter of Holland, Michigan returned from Vietnam with the Silver Star, 
Bronze Star, and three Purple Hearts. He invested his life savings in a military surplus store, 
obtained a federal firearms license, and sold guns, fatigues, canteens, etc. 

One day in 1985, he sold a Clayco AKS semiautomatic rifle to a friend, who in turn sold 
it to another party. Sometime later, another longtime friend asked DeFeyter if he knew of any 
used AKS rifles for sale. DeFeyter made some phone calls as a favor and learned that the gun he 
had sold earlier was for sale. He put his friend in touch with the owner and forgot about the 
matter. His friend bought the gun and later sold it to an undercover police officer. The BATF 
claimed that the weapon was now fully automatic. 

In January 1987, DeFeyter was indicted by a grand jury for the illegal transfer of a 
machine gun! This despite the following facts, which the government did not dispute: The gun 
was semiautomatic when he sold it; it passed through four transfers before the undercover police 
officer received it; the alterations were internal and invisible from the outside; DeFeyter never 
touched the gun, nor took any money for it, after the initial sale; and he had no knowledge of the 
gun's condition after it left his hands. Incredibly, the district court in Kalamazoo ruled in August 
1987 that such details were immaterial and that it was only necessary for the government to 
demonstrate that a crime had been committed by someone along the way. DeFeyter was found 
guilty, and became a convicted felon with legal bills exceeding $50,000. 
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In early 1989, an appeals court ruled unanimously that it was necessary for the 
government to prove that DeFeyter knew a crime was being committed. The U.S. attorney 
promptly dropped the charges. 

* In 1988, Larry Chornomaz of Cicero, Illinois had his apartment door bashed in and the 
premises ransacked by BATF agents who, it turned out, were looking for someone else living 
somewhere else. According to Chornomaz, the agents "never showed a warrant. never showed a 
badge. They started tearing things up." 

Larry Pratt, executive director of Gun Owners of America, wrote to the assistant 
secretary of the Treasury who oversaw BATF operations, asking if any disciplinary action would 
be taken against the offending agents. The reply which Pratt received declared, in part, that "this 
was a good-faith error made on the basis of information supplied by a 'reliable confidential 
informant." And after all, "Federal agents are human ... and mistakes are occasionally made." 

* David Moorhead of New Hampshire returned from the Vietnam War a paraplegic after 
being wounded by eight bullets and a shrapnel grenade. The Veterans' Administration taught him 
to be a gunsmith so he could support himself at home, where he could rest when necessary. 

Moorhead owned an M-14 rifle, the fire-selector mechanism of which had been severed 
by the government before the firearm was sold as surplus. The BATF, however, claimed that it 
was an illegal machine gun, and in 1976 five agents raided Moorhead's shop and hauled the 
disabled veteran away in handcuffs. 

Moorhead went to trial on the felony machine gun charge, but the judge became so 
outraged as evidence was presented that at one point he said, "I think this is a travesty. Iam 
upset. I am really upset." He finally told the jury: "I am going to do something that I haven't done 
since I have been a federal judge, or a state judge, for that matter. I am going to take the case 
away from the jury after the evidence is all closed. And I don't do this because I don't have any 
confidence in you, Madam Foreman and ladies and gentlemen, but I do it because I think the 
circumstances require it and the law requires it." 

The indictment was dismissed and, for the record, the judge apologized to Moorhead. 
Though legally vindicated, Moorhead was compelled to sell his business and home to pay off 
legal bills and other debts. Asked if he planned to return to the gunsmithing business, he replied: 
"It's a sorry thing to say, but I'm too afraid of my own government." 

*K * *K 

In a recent newspaper column about the Waco standoff, American Spectator 
editor-in-chief R. Emmett Tyrrell asserted that it "is absurd to think that the federal government 
has to set aside a special bureau to police booze, tobacco and guns" when we "already have 
federal, state and local police forces to oversee the misuse" of such items. The BATF, he 
contends, "could be closed down with no loss to the citizenry whatsoever." 

David Moorhead and the many other victims of the BATF's excesses would no doubt 
agree. 

-- ROBERT W. LEE 


CIVIL FORFEITURE 
Forfeiting Freedom 


In April 1989 deputies from Jefferson Davis Parish in Louisiana took $23,000 away from 
Johnny Sotello, a Mexican-American whose truck had overheated on the highway. They also 
seized his truck. Sotello was a licensed buyer with numerous auctioneer receipts to prove that his 
business was trading at heavy equipment auctions. But the police suspected another, more 
sinister explanation for the cash that Sotello was carrying: They had removed a door panel from 
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Sotello's truck and found a space that they said could have been used to hide drugs. No drugs, 
however, were found. After two years of expensive legal battles, Sotello settled for the return of 
his truck and half of his money. The police kept $11,500, even though Sotello was never charged 
with a crime. 

Willie Jones is a nursery man from Nashville, Tennessee. When he has enough capital, he 
visits Houston to buy shrubs. Out-of-town checks are not popular there, so he brings cash. On 
one such occasion, after having bought his airline ticket with cash, the ticketing agent reported 
the transaction to the police as being suspect. What was suspicious? Willie Jones was black, had 
money, and was on his way to Houston -- a known "source" city for drugs. Police "pruned" 
Willie Jones of $9,600, even though he was never charged with a crime. He was told that in 
order to get his money back, he had to post a "bond" of an additional $900. 

Dick Kaster is a fisherman with a story about the "one that got away" like no other 
fisherman has ever told. Unfortunately, Kaster's story is true. The Iowa Department of Natural 
Resources charged Kaster with having caught three fish with a gill net, a misdemeanor in Iowa. 
Their evidence was that these fish had "net marks." Kaster says that most of the fish had "net 
marks"and that he caught the fish with a rod. 

The state of lowa made the biggest catch of the day. Officers netted Kaster's boat, motor, 
and trailer. Even though this quarry was worth only about $6,000, the state spent another 
$100,000 defending the seizure. Kaster spent enough to restock several lakes. There is definitely 
something very fishy going on in America. 

That fishy something is enforcement of America's civil forfeiture laws in general and the 
1984 Comprehensive Forfeiture Act (CFA) in particular. Civil forfeiture is a legal seizure which 
operates "in rem," meaning "against the thing." The guilt or innocence of the property owner is 
of no relevance in determining the outcome of the civil forfeiture case. The legal theory operates 
upon the fictional premise that the property itself has committed a crime. These kinds of cases 
give prosecutors an obvious advantage, since the property has no rights. 

Under civil forfeiture laws, your car, boat, or house can literally be charged with the 
crime of aiding and abetting a criminal activity. As owner of the property, you may also be 
charged with a crime and placed under arrest, but this is not necessary lot the forfeiture laws to 
be applied. 

Since 1989, the federal government has seized more than $2.2 billion in "forfeited" 
assets. About 80 percent of the property seized is lost by people who are never even charged with 
a crime. One reason civil forfeitures have increased dramatically is that the 1984 act allows law 
enforcement agencies to keep what they seize. Even informants are allowed to keep a portion of 
what is seized. 

In civil forfeiture cases, the government is able to turn on its head the principle of 
"innocent until proven guilty" by making itself the new legal owner of the property. Lawsuits in 
which persons are trying to win the return of their property become civil rather than criminal 
matters. The "former" owner then bears the burden of proof in court as a plaintiff would in any 
other civil matter. In other words, the seized property is considered guilty until proven innocent. 

Although many Americans mistakenly believe that no one is affected by government 
seizure programs except "drug kingpins," everyone is at risk. An example of how civil forfeiture 
laws can affect law-abiding citizens is the case of Ethyl Hylton. Miss Hylton left New York City, 
planning to buy a house in a warmer climate. She carried her entire life savings with her, which 
she had accumulated after working 20 years as a hotel housekeeper and a hospital janitor. 
Together with a recent $18,000 insurance settlement, she had over $39,000. 
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Upon her arrival in Houston, a Drug Enforcement Administration (DEA) agent told Miss 
Hylton that she was under arrest because a drug dog had scratched at her baggage. Her baggage 
and purse were searched, and Miss Hylton herself was even strip-searched, only to discover that 
she had no drugs. The DEA cleaned it all up by taking all but $10 of her life savings, even 
though Miss Hylton was never charged with a crime. 

If you think that a "mistake" of this magnitude could never happen to you, think again. 
Dr. Jay Poupko of Toxicology Consultants Inc. in Miami, Florida tested U.S. currency from 
major cities for over a seven-year period. He found that 96 percent of the bills in his study tested 
positive for cocaine. Even the "drug contaminated" bills that are seized by the government are 
simply deposited in the bank. One of these could be among those that you withdraw to buy your 
next plane ticket. 

* *K *K 

One hallmark of the American judicial system has been the requirement that the "burden 
of proof" must be borne by those making an accusation. Under the law, the accused should 
always be considered "innocent until proven guilty." All seizures should be subject to the 
ultimate criminal conviction of the owner of the forfeited property. Seizures made against 
individuals in cases where there is insufficient evidence to convict ought to have their property 
returned along with civil restitution in the amount of their attorney fees. Forfeiture should be 
defined as part of the punishment, with the requirement that the punishment must fit the crime, 
not the financial portfolio of the accused. 

-- JOHN PERNA 


FAMILY The War Against 
the Family 

Family issues authority Allan Carlson has observed that during the 20th century, 
"American social history could be written as the government's steady appropriation of ever more 
family functions." Social historian Christopher Lasch confirms that diagnosis: 

The family did not simply evolve in response to social and economic influences; it was 

deliberately transformed by the intervention of planners and policy makers 

[R]eformers [have] sought to remove children from the influence of their families 

... and to place them under the benign influence of state and school. 

Anti-Family Tax Code 

The federal tax code is one of the most intrusive regulatory systems in American history, 
and it contains some obvious anti-family incentives, including the "marriage penalty." The 
March 15th issue of the Washington Times offered the following example of the marriage 
penalty at work: A mother of two and a father of one are living together without benefit of 
clergy. She makes $12,000 a year and receives an annual Earned income Tax Credit of about 
$600. He also makes $12,000 a year and receives a yearly EITC of about $230. The Times 
asked, "Should they get married? If they could afford an accountant, he would say no." If these 
two people decided to marry, they would have to pay about $2,750 in federal taxes and FICA, in 
addition to losing the benefits they had received while living in sin. The total marriage penalty 
(increased taxes plus lost benefits) would amount to more than $3,500. 

Ralph Reed of the Christian Coalition has enumerated other anti-family disincentives 
contained in the tax code. In 1950, a family of four paid about two percent of its adjusted gross 
income in either federal payroll or income taxes; in 1993 a similar family pays 24 percent. Since 
1946 the standard deduction for children has gone from $600 to $2,150; but to keep pace with 
inflation, that deduction should be no less than $7,800. Notes Reed, "If we had kept pace with 
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inflation, no family with a combined household income of less than $32,000 would pay a dime of 
payroll or income taxes." 

Reed also observes that in the typical two-income household, the second earner brings in 
about 27 percent of the total household income. In these circumstances the second wage earner 
is, in effect, working directly lot the state: taxes consume about 24 percent of the typical 
household income. Thus the tax code is designed to force both parents out of the home and 
surrender primary care of the children to state-authorized day care. 

The Welfare Trap 

Financial adversity afflicts many families, but social engineers strive to retain a hold over 
those families who find themselves mired in the welfare morass. As of 1992, America was 
spending $184 billion annually on welfare. How necessary and efficient was this expenditure? Of 
the 30 million Americans living in "poverty," 38 percent owned their own homes, 62 percent 
owned at least one car, and 14 percent owned a second. Yet the government was still spending 
$11,120 per "needy" family each year. Here we must remember the iron law of subsidy: If more 
of a given quantity is desired, subsidize it. The welfare system is a remarkably successful effort 
to subsidize dependency and to keep the most destitute dependent upon the state. 

The July 8, 1992 issue of the New York Times noted, "About seven percent of the women 
receiving welfare report having jobs. But studies show that many, or even most, welfare mothers 
have some outside earnings that they do not report, since their benefits would be cut." There are 
people who abuse the system by "double-dipping" -- receiving an adequate wage while retaining 
public benefits -- but there are others whose attempts to free themselves from dependency are 
frustrated by regulations. Some welfare mothers who seek to obtain marketable skills take out 
student loans and find themselves burdened with "interest-fattened debt to the government." 

The tax structure and financial dislocations caused by statism create an incentive for 
families to turn their children over to the state. Barbara Dafoe Whitehead observes in the April 
issue of The Atlantic that in recent decades social elites have urged the public to believe that 
"personal fulfillment" for adults is more important than the fulfillment of family responsibilities. 
Notes Whitehead, "What had once been regarded as hostile to children's best interests [is] now 
considered essential to adults' happiness." 

America's 50th state is a pioneer in the socialization of children. In Hawaii, government 
intervention in the family begins at the birth of each child through a program entitled "Healthy 
Start." Rebecca Chase of ABC News describes the program: "Every time a baby is born, workers 
screen the mother's chart, looking for signs that families are under stress ... if they find warning 
signs, they interview the parents to determine what kind of support system is in place [and] 
whether there is a family history of abuse." 

When a family enrolls in Healthy Start, a social worker begins weekly visits with the 
family; those visits can continue in perpetuity. Furthermore, Chase explains, "The program is 
also proving to be an effective way to link families with other services [such as] birth control, 
medical care, and preschool...." In this fashion families become just another state auxiliary. Fifty 
percent of Hawaii's population is presently enrolled in "Healthy Start," and 46 states are 
currently considering similar programs. 

Through another of Hawaii's programs, "Open Doors," subsidies are provided for child 
day care; according to Chase, the state's goal is to "insure that by the year 2000, every family 
who needs it will be able to find and afford quality child care." The state's "A Plus" program is 
designed to keep children in school after classes have ended. Hawaiian children who are enrolled 
in the full slate of the state's "family" programs are in the state's custody from early in the 
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morning until 5:30 in the afternoon. 

In Missouri, the "Parents As Teachers" (PAT) program involves constant government 
intervention in family life in order to develop the "self esteem" of children. The program was 
patterned upon the thought of Dr. Burton White of Harvard, who believes that "sending a parent 
home with a six-day-old baby, as we do now, is insane." Thus, through PAT state intervention 
begins early and lasts indefinitely. Parents who enroll in the program are assigned a 
"parent-educator" who has the responsibility to teach "parenting skills"; these state functionaries 
are allowed to intervene in intimate decisions by parents, including matters of discipline. As 
the program defines all children to be "at risk," it is open to all Missouri families and is a model 
for similar programs in 34 other states. 

The Abuse "Epidemic" 

The state can become quite insistent when parents resist its intrusion. Since the early 
1970s a relentless assault has been conducted in opposition to the traditional family via a 
propaganda campaign aimed at "child abuse." Nobody seriously disputes the fact that such 
problems have always existed and have been growing apace with other social plagues. However, 
anti-family activists regularly use popular revulsion against child abuse to justify the terrorizing 
of innocent families by the state. 

Commentator K.L. Billingsley reports, "On the flimsiest of grounds, social workers can 
seize children, an action known in the trade as a 'parentectomy.' The children are then farmed out 
to pliable therapists and foster parents." Parents who smoke can be accused of abusing their 
children with second-hand smoke; parents insufficiently zealous in vaccinating their children 
have been accused of "neglect." Billingsley describes the child-protection system as "corrupt, 
incompetent, and motivated by anti-family zealotry .... [T]heir jobs depend upon the perception 
that child abuse is, as the National Center for the Prevention of Child Abuse puts it, 'an American 
Tradition." 

The 1974 Child Abuse Prevention and Treatment Act (known also as the "Mondale Act") 
mandated the establishment of child abuse reporting and enforcement mechanisms in all 50 
states. The measure also required certain people -- such as health care officials, law enforcement 
personnel, and public school personnel -- to report suspected abuse to child "protection" 
agencies. The reporting requirement was buttressed with immunity from prosecution for false 
allegations, as well as penalties (including fines and prison sentences) for failure to report 
suspected abuse. As federal funding for child abuse programs has grown, so (predictably) has the 
number of abuse reports, including false allegations, many of them malicious. 

Douglas Besharov, who directed the National Center on Child Abuse from 1975 to 1979, 
is critical of what has been called the "child abuse numbers game." He points out that of the more 
than two million reported incidents of child abuse each year, at least 60 percent are utterly 
baseless. Of the "substantiated" reports, 80 percent consist of "forms of emotional or 
developmental harm that pose no serious physical danger" to children. Among "substantiated" 
cases the largest sub-category is "educational neglect"-- an accusation frequently deployed 
against home schoolers. Missouri home school advocate Laura Rogers has documented that in 
her state, those parents who practice home schooling and otherwise resist the PAT program are 
almost inevitably "hot-lined"-- that is, anonymously accused of child abuse and harassed by child 
"protection" workers. 

Because child "protection" agencies operate on the assumption that they represent the 
"best interests of the child," they feel no obligation to recognize constitutional restraints on 
government authority. Thus, child abuse charges are often settled in closed-door sessions of 


(c) 2000 American Opinion Publishing, Inc. -- Wwww.thenewamerican.com 


family court, without a jury decision or even a fair examination of the evidence. Altogether too 
many parents have had their children seized by the state and used as blackmail leverage to obtain 
a confession or a coerced agreement on the part of the parent to enroll in "therapy." Nor are 
children allowed to exonerate their parents, once the child "protection" bureaucracy has decided 
that the parents are abusive. One Social Service Worker quoted by Hannah Lapp in the 
December 1992 issue of The Freeman insisted, "All children want to return to their home; the 
more abused they are, the stronger is their desire to go back." 

United Nations Intrusion 

Families already besieged by state and federal authorities should be warned: Soon their 
tormentors may wear UN insignia. The United Nations Convention on the Rights of the Child, 
which the U.S. has yet to ratify, would make American children a constituency separate from -- 
and in many cases, hostile toward -their parents. The task of enforcing that convention would 
involve direct UN meddling in the affairs of every family. 

The UN "Child's Rights" convention would replicate, on a global scale, the abuses of 
power by child "protective" agencies that are so often seen at the state and local levels here in 
America. Furthermore, article 24, section 3 of the Convention stipulates that "parties shall take 
all effective and appropriate measures with a view to abolishing traditional practices prejudicial 
to the health of children" (emphasis added). Representative Thomas J. Bliley (R-VA), a critic of 
the Convention, observes: "Here is a new standard for us to ponder: Something need not be 
hazardous or even pose a risk -- it need only be prejudicial to be abolished by government. Who 
will define what is prejudicial as this Convention takes effect?" That determination will 
inevitably be made by those same "experts"-- UN bureaucrats or similarly inclined socialist 
functionaries who are driven by an ideological animosity toward the traditional family. 

The family is the most significant of society's institutions. In addition to being the 
primary means through which values are transmitted, the family is the ultimate redoubt of 
individual liberty. Once it is compromised, the individual has no refuge from the total state. 

-- WILLIAM NORMAN GRIGG 


Empowering the UN 

The federal regulations that have metastasized like a cancer across the American 
landscape are onerous enough. But as threatening as this malignancy is to our freedoms, it could 
soon be dwarfed by another body of oppressive regulations originating, not from Washington, 
DC, but from the United Nations headquarters in New York City. 

From its very inception, the United Nations was intended by its architects to be a world 
government in the making. At this early stage in the development of the UN, the international 
agreements, covenants, and treaties to which the United States has agreed may appear to be 
relatively harmless. But the seriousness of the threat, as well as the inability of the American 
people to counter it, will grow as the UN assumes the powers of global governance. 

The most important power the UN (or any government for that matter) can possess is the 
power to enforce its dictates. Without teeth. laws and regulations are meaningless. It is therefore 
highly significant that more than 30 years ago the U.S. government went on record as favoring a 
UN military force so strong that no nation (including even the United States) would be able to 
challenge it. That incredible policy to, in effect, make all nations subservient to the UN was 
originally expressed in a 1961 State Department document entitled Freedom From War: The 
United States Program for General and Complete Disarmament in a Peaceful Word. 
Submitted to the UN by the Kennedy Administration, this document states that disarmament 
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"would proceed to a point where no state would have the military power to challenge the 
progressively strengthened U.N. Peace Force." This same basic policy was later expressed in 
another State Department document entitled Blueprint for the Peace Race, which has never been 
formally withdrawn by our government. 

In light of this stated intention, the rapid growth of the UN blue army around the world 
and the transfer of U.S. troops to UN command are very ominous signs indeed. 

Undoubtedly most Americans prefer an independent U.S.A. to an all-powerful UN. For 
this reason, the architects of the emerging new world order have progressed slowly, one step at a 
time. The game plan was perhaps best expressed by Richard N. Gardner, a member of the 
world-government-promoting Council on Foreign Relations, who warned against what he called 
"instant world government" in the April 1974 issue of the CFR journal Foreign Affairs. Gardner 
recommended instead "an end run around national sovereignty, eroding it piece by piece." This 
could be done, he said, through treaties and other international "arrangements" that could later be 
brought into "the central institutions of the U.N. system." 

This back-door process of gradually empowering the UN is especially evident in the area 
of environmentalism. Consider, for instance, the UN treaty known as the Montreal Protocol, 
which originally called for a ban in the production of CFCs by the year 2000. The U.S. signed 
this treaty in 1987; more recently the U.S. and other industrial nations agreed to move up the 
deadline to January 1, 1996. The worldwide cost of banning CFC production, ostensibly to 
protect the earth's ozone layer, is estimated to be $5 trillion. 

Consider too the UN Earth Summit held in Rio de Janeiro last June. The Earth Summit, 
among other actions, approved a comprehensive plan on sustainable development to guide the 
policies of national governments. Known as Agenda 21, the annual cost of implementing this 
plan in the developing nations is estimated at over $600 billion, including $125 billion from the 
developed nations. The international confab also approved a new UN body known as the 
Commission on Sustainable Development "to examine the progress of the implementation of 
Agenda 21 at the national, regional, and international levels." Although the Commission's 
regulations are not legally binding, they create what Kathy Sessions of the United Nations 
Association of the United States called "soft law" that can eventually become binding through 
future agreements. 

And of course, the Earth Summit also provided the occasion for the signing of treaties 
on global warming and biodiversity. President Bush signed the global warming treaty at the 
summit and it has already been ratified by the U.S. Senate; President Clinton announced his 
intention to sign the biodiversity treaty (an international version of our own Endangered Species 
Act) on April 21st. 

In its June 1, 1992 coverage of the Earth Summit, Time magazine boldly stated that the 
UN should be given "broad powers to create an environmental police force for the planet." Of 
course, this is exactly what the internationalists intend to do. Should they succeed, businessmen 
who now fear EPA edicts will undoubtedly have much greater reason to fear this international 
environmental police force. 

Take your pick: federal government or world government? Which of the two would be 
further removed from the people, more dangerous to our liberties, and more difficult to rein in 
should it attempt to impose tyranny? Fighting city hall may be difficult, but fighting an 
all-powerful United Nations would be a virtual impossibility. 

-- GARY BENOIT 


THE MASTER PLAN Socializing 
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It's all part of the push for a New World Order 


Single acts of tyranny may be ascribed to the accidental opinion of the day, but a series of 
oppressions, begun at a distinguished period, unalterable through every change of ministers, too 


plainly prove a deliberate, systematical plan of reducing us to slavery. 


-- THOMAS JEFFERSON 


American businesses have been relocating to foreign lands in droves. Those not leaving 
our nation -- where the costs of doing business continue to escalate -- are falling more and more 
under government control. The control mechanism is a multiplicity of regulations which, of 
course, constitute a key element of the socialist design for America. 

As the late Warren Brookes noted in 1990, "There is, and can be, only one purpose for 
such regulatory overkill: Deliberately to shut down the U.S. economy and force a halt to 
economic and human development as we know it." The regulatory zealots are indeed working 
deliberately to shut America down and transform us into a mere subservient unit in a planned 
socialistic new world order. 

What is the "new world order"? In a single word, it is power. Its architects expect to 
control the inhabitants of the planet through socialism and world government. The socialism they 
are fastening on America consists of taxation, regulation, bureaucracy, and Big Brother 
government. They also expect to dominate everyone politically by means of the world 
government they are building at the United Nations. 

But it would be impossible to merge the United States as it was conceived (a nation 
possessing a strictly limited government) with the melenge of socialist, communist, and Third 
World basket-case governments that make up a large share of the UN members. No one knows 
this better than new world order promoters such as the leaders of the Council on Foreign 
Relations and the Trilateral Commission. 

But a socialized America whose productivity has been crippled and whose people are 
economically controlled by their own government could be easily persuaded -- even forced out 
of economic necessity -- to opt for a world government. And there you have the "master plan," 
the overall reason why America's producers are under attack, why taxation continues to strangle 
our people, and why our leaders are "unable" (the word that more aptly applies to most of them is 
"unwilling") to reverse these destructive trends. 

Early Warning 

Founding Father Thomas Jefferson warned about the growth of Big Brother government 
long before George Orwell's graphic term became a household word. He said: "When all 
government, domestic and foreign, in little as in great things, shall be drawn to Washington as 
the centre of all power, it will render powerless the checks provided of one government on 
another, and will become as venal and oppressive as the government from which we separated." 

There can be little doubt about the explosive growth of federal regulatory agencies, their 
edicts, and their enforcement officers in recent decades. All of this increase in government has 
been serving to "render powerless the checks provided of one government on another," and it has 
been making the federal government in Washington "the center of all power." 

One of the memorable complaints the American colonists directed against King George 
III in the Declaration of Independence was, "He has erected a multitude of new offices, and sent 
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hither swarms of officers to harass our people, and eat out their substance." Consider the swarms 
of officers from the CPSC, OSHA, EPA, CAB, FDA, SEC, FTC, ICC, NLRB, and hundreds of 
other alphabet-soup agencies routinely harassing Americans today. Consider also the hundreds of 
billions of dollars all of this harassment costs annually. 

The vast host of federal regulators and their regulations that now afflict our society do so 
in violation of the Constitution, our "supreme law of the land." The framers of our founding 
document wisely divided the national government's legislative, executive, and judicial powers 
among three separate branches and strictly limited the range of affairs in which the central 
government might become involved. Article One of the Constitution grants all law-making 
powers to Congress. The Constitution then specifically limits the areas in which Congress may 
legislate. It delegates power, for example, to "coin money," "borrow money," "establish 
post-offices," "declare war," "raise and support armies," etc. 

To emphasize that the central government is to be strictly limited to those delegated 
powers, the 10th Amendment was added, to wit: "The powers not delegated to the United States 
by the Constitution. nor prohibited by it to the States. are reserved to the States respectively, or to 
the people." The meaning is unmistakably clear: The federal government has very few powers 
and is to keep its nose out of all areas where power has not been specifically granted. Any 
attempt on the part of any agency of the federal government to extend its authority beyond what 
the Constitution mentions by name is illegal. 

A careful reading of the Constitution will find no support whatsoever for federal 
involvement in regulating and policing product standards, workplace safety, environmental 
concerns, labor relations, and hundreds of other areas in which it now routinely operates. 
Prudence may well dictate that state and local governments also refrain from regulating in many 
of these same areas which are best regulated by the laws of the marketplace and the voluntary 
exchange of goods and services between free peoples. 

Not only does the current federal regulatory invasion violate the constitutional separation 
of powers between Washington, DC and the states, it also violates the separation of powers 
between the various federal branches by combining legislative, executive, and judicial functions 
in a single agency. The Environmental Protection Agency (EPA), for example, draws up 
thousands of regulations which carry the force of law, even though the Constitution clearly states 
that "all legislative powers" shall be vested in Congress. The EPAcrats say they are merely 
carrying out the intent of Congress by fleshing in the regulatory details needed to enforce the 
Clean Air Act, Clean Water Act, etc. The EPA then sends out its agents to enforce the "laws" it 
has drawn up. and if a businessman or property owner cares to dispute a regulation he is accused 
of violating, he is told he may appeal the decision to an EPA administrative judge. The EPA and 
other regulatory agencies constitute a fourth branch of government that illegally combines the 
functions of the three other branches and threatens completely to supplant our constitutional 
system of governance with a tyrannical socialist system. 

Speeding Toward Socialism 

British Fabian Socialist author and historian H.G. Wells described this process in his 
1908 work, New Worlds for Old."Socialism ceased to be an open revolution, and became a 
plot," said Wells. "Functions were to be shifted quietly ... from the representative to the official 
he appointed ... a scientific bureaucracy appointed by representative bodies of diminishing 
activity and importance ... the replacement of individual action by public organization" could 
achieve socialism "without popular support." 

Socialism is indeed being achieved in America by a scientific bureaucracy under the 
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pretense, for example, of protecting the environment from alleged catastrophic threats. "What we 
have had in the United States," admitted former EPA Administrator William Reilly in a March 
21, 1993 New York Times interview, "is environmental agenda-setting by episodic panic." And 
with each "episodic panic," Congress and the EPA have established more socialist controls. 
Similar episodic panics have been employed to empower other agencies with socialist controls 
under the guise of protecting workers and consumers from dangerous conditions and products, or 
protecting the public from "harmful" trade practices. 

Private enterprise is being trampled, smothered, and strangled. Dr. Ron Utt, a former 
official at the Office of Management and Budget (OMB), observes, "The typical business in 
America. confronting a vast array of federal, state and local mandates, is required to fulfill 
provisions of the Clean Air and Water Acts, provide a minimum standard of living to workers, 
engage in recycling, carry an expensive insurance policy against product liability, ferret out 
illegal aliens, provide a costly package of medical benefits to employees that may have to 
include acupuncture, wigs, pastoral services and drug treatment, provide special 
accommodations to disabled employees and promote equal opportunity as determined by race, 
sex and sexual activity." 

And each of these mandates presents the socialist planner with new opportunities for still 
more regulatory authority. As authors Brown, Keating, et al., explain in The Incredible Bread 
Machine: 

The bureaucrat will force rates higher and then demand greater power in order to force 

them down again. Or, he will seek to "protect" the farmer and as a result generate 

a mountain of rotting surpluses; then he will demand still greater control over 

agriculture in order to cure the problem he himself has created. Or, he will 

regulate the railroads nearly into bankruptcy and then urge a program of 

government loans to "help" them. Or the State. through various pieces of 

legislation, will all but eliminate employer resistance to unending union demands. 

Then, when union power grows to ominous dimensions. labor disputes will be 

settled by presidential fiat rather than by free market bargaining. 

James Madison, the "Father of the Constitution," alluded to this age-old scheme in 1795 
as "the old trick of turning every contingency into a resource for accumulating force in 
government." He also warned in an address to the Virginia Convention in 1788, "I believe there 
are more instances of the abridgement of the freedom of the people by gradual and silent 
encroachments of those in power than by violent and sudden usurpations." 

This process of gradual and silent encroachment by the fourth branch has been aptly 
compared to the capture of Gulliver with thousands of tiny Lilliputian threads. No single 
regulation by itself, nor even several dozen or a hundred, can bind down the giant, powerful 
American economic system. However, the combined effect of tens of thousands of regulatory 
threads is rendering our system helpless. 

The economic cost is horrendous no matter how one computes it. Thomas Hopkins, an 
economist at the Rochester Institute of Technology, places the gross price tag for federal 
regulations at around $392 billion annually. The Congressional Joint Economic Committee 
estimates that the regulatory burden represents a hidden tax of $500 billion each year. William 
G. Laffer II, a regulatory analyst at the Heritage Foundation, puts the cost even higher, at 
"somewhere between $881 billion and $1.656 trillion annually, or between $8,388 and $17,134 
per household." It is possible, says Laffer, that "the total cost of regulation now exceeds the total 
cost of taxation." 
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Regulations Kill 

Regulation is, of course, an indirect form of taxation. And, like all taxation, it consumes 
scarce resources that could otherwise be spent by families on food, clothing, housing, education, 
health care, leisure, and recreation. It consumes capital that could otherwise be spent on research, 
tools, plant modernization, personnel training, and increased worker wages and benefits. In doing 
so it also consumes lives. In March of last year, regulatory overseers at the Office of 
Management and Budget (OMB) stirred up a firestorm when they asked OSHA to reconsider 
certain air pollution proposals on the grounds that the costs involved might have the unintended 
consequence of killing more people than they could save. The OMB thesis was based on an 
analysis by Dr. Ralph Keeney, a professor of systems science at the University of Southern 
California. who has estimated that every $7.25 million in regulatory costs could plausibly cost 
one life. He arrived at this calculation by analyzing the relationship between mortality and the 
reduction in personal wealth and income due to regulatory costs. 

Keeney is not alone in challenging the regulators. Paul Portnoy, head of risk analysis at 
the liberal Resources for the Future, acknowledges, "OMB is right to begin to make regulatory 
agencies appreciate the fact that unnecessary or unnecessarily expensive regulation is not just 
costly to business, but takes a human toll." John Graham, director of the Center for Risk Analysis 
at Harvard University, concurs. "We should be particularly concerned about whether the 
low-income and minority population ends up bearing a disproportionate share of the risk," says 
Graham. "If they do, it is very likely that we are killing more people than we are saving." This is 
further confirmed by the research of two of Canada's top statisticians, who reported in the 
August 1989 Canadian Journal of Public Health that "the greatest risks (to mortality) are 
poverty and its associated consequences." Professor Aaron Wildavsky of the University of 
California at Berkeley says it comes down to a very simple formula: "Wealthier is healthier -- 
poorer is riskier." And those who overburden the economy with unnecessary regulations, says 
Dr. Wildavsky, increase poverty and thereby jeopardize lives. 

There are many other costs associated with overregulation that are seldom considered and 
too little appreciated. What about the cost of misdirected human energy and talent? 
"Pollution-abatement and -monitoring equipment is expensive, and is only part of the picture," 
notes Hudson Institute researcher Kathy Harkness Kushner. "The engineering, scientific, legal, 
and management talent devoted to compliance with environmental regulations represents scarce 
resources that are inefficiently employed under the current regime." According to the OMB, the 
private sector spends about five billion hours processing paperwork to comply with federal 
regulations. Those billions of hours are an irreplaceably wasted resource that should be spent not 
on satisfying socialist mandates, but on researching, inventing, and producing. 

Still another little-noted but immense cost, says Dr. Murray Weidenbaum, director of the 
Center for the Study of American Business, is the expensive indecision and delay resulting from 
"the enormous uncertainty that follows the enactment of new regulatory statutes." "It will take 
years," notes Weidenbaum, "for the rules to be sorted out, as each regulation goes through the 
inevitable rounds of court challenges. Meanwhile, businessmen considering building new 
factories or expanding and modernizing existing production facilities do not know whether they 
will meet the new standards. The sensible direction often is to delay the capital investment until 
the regulatory dust settles -- or to relocate to a more benign regulatory environment overseas." 

Environmental Burdens 

A great deal of the regulatory burden of recent years has been imposed in the name of 

environmental concerns that are either totally or nearly baseless. In 1974, Council on Foreign 
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Relations guru Richard N. Gardner wrote in the CFR's Foreign Affairs magazine of his hope to 
see "an end run around national sovereignty, eroding it piece by piece." He urged "a 
strengthening of the new global and regional agencies charged with protecting the world's 
environment." In a February 1976 Readers Digest article, environmentalist and CFR member 
Laurance Rockefeller suggested that "authoritarian controls" designed "to save the earth" may be 
needed. And as far back as 1970, Saturday Review editor Norman Cousins, also of the CFR, 
proclaimed, "Humanity needs a world order. The fully sovereign nation is incapable of dealing 
with the poisoning of the environment ..... The management of the planet, therefore ... requires 
world government." 

Overblown environmental concerns are not, of course, responsible for all of the 
regulatory strangulation afflicting America. But in no other issue have the promoters of federal 
power shown their ultimate goals more openly. They do want regulatory power over America's 
productive might; they do want socialism; they do want concentration of power in federal hands; 
they do want world government; and they occasionally employ the phrase "new world order" to 
describe their ambitious undertaking. 

There is a war underway and those who shrink from it are asking to be its victims. The 
war is being waged by forces who largely control our own government, our nation's media, even 
our colleges and universities. The target is the freedom of the American people and the 
independence of our nation. There is a powerful need for more soldiers in the fight to control the 
government and remove the shackles from the people. Any volunteers? 

-- WILLIAM F. JASPER 


THE SOLUTION Advice for 
Businessmen 

Would anyone who has just read this special issue of THE NEW AMERICAN still 
encourage his son or daughter to pursue a career in business? We certainly hope so, because the 
entrepreneurial free enterprise system remains America's best hope for rescue from economic 
disaster. The parading of these grim specifics of government excess is not meant to demoralize, 
but to persuade you into action! 

How can we derail this massive federal juggernaut? We must start by recognizing that the 
present mess did not happen overnight; to expect it to be eliminated quickly is not realistic. But 
an informed, motivated, and organized business community, supported by an increasingly 
enlightened public, can do the job! Consider a few counterattack strategies. 

Some Don'ts and Dos 

Don't give up! When the massive resources of big government are brought to bear on 
your enterprise day after day after day, survival can sometimes seem hardly worth the struggle. 
During OSHA's first heyday in the early '70s, this writer witnessed a small printer in Southern 
California throw in the towel after OSHA found the railing on his storage balcony to be a couple 
of inches below the agency's arbitrary standard. He could have paid his fine, modified the railing, 
and moved on, but this, for him, was the final straw. He retired years prematurely, beaten down 
by regulatory harassment. A few months later, a more feisty type in Idaho, businessman Bill 
Barlow, took OSHA to court and successfully defended his constitutional protection against such 
warrantless attack. 

Don't go along just to get along. Many decent businessmen find themselves intimidated 
into feeding the federal crocodile in the desperate hope that it will then eat them last. Being 
upgraded from hor d'oeuvre to dessert is not a solution. If you succumb to the temptation of 
actively participating in government subsidies and regulation just because they appear to 
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temporarily help your enterprise, you have become part of the problem. This is, perhaps, the 
most difficult "don't" to observe, given the tenuous grip on survival that many small businesses 
maintain today. But, by participating in a government program, you help to justify its existence 
and perpetuation. 

As important as these "don'ts" are in slowing the lethal encroachment of big brother, the 
"dos" are even more crucial. Any purely defensive battle is, by definition, doomed to eventual 
defeat. Just postponing the destruction of freedom in America is not an acceptable solution. We 
must counterattack -- and the hour is late! 

Do allocate a specific portion of your time and resources to the cause of freedom. Adopt 
a mindset that recognizes big government as the natural predator it is -- stalking your enterprise, 
waiting for the opportune moment to pounce. 

Do stand up for your rights! When the EPA inspector pounds on your door, have your 
homework done so that you may proceed without panic and unnecessary concessions. The 
bureaucrats who encounter a proprietor that is confident and knowledgeable are less likely to 
resort to heavy-handed instincts. 

Do associate and cooperate with others who are committed to restoring the competitive 
marketplace. Use THE NEW AMERICAN and other informative materials to recruit your 
business contacts into the battle. Through your service clubs and professional groups, you can 
champion the cause at every opportunity and share your ideas with fellow businessmen. 

Battle in Their Back Yard 

A war is waging around us, but because the barricades are not readily visible and the 
weapons do not belch pungent smoke, most Americans are oblivious to its onslaught. The 
architects of socialism plan to seize control of America's economic life before their victims can 
awaken the slumbering heartland. They have invaded every community with their regulatory 
army, but their lifelines all extend to Washington, DC. Cut that lifeline and they will scurry back 
to the shadowy catacombs of the bureaucracy. 

So, here is the most important "do": Do bring pressure to bear on your congressman to 
restore the Constitution and roll back the scourge of overregulation. The House of 
Representatives controls the purse-strings of the federal monster. Without House funding, the 
hordes of regulators will have no cars, no gasoline, no expense accounts -- and no hopes of 
carving more notches on their businesses-brought-to-heel scoreboard. 

Every second year, your representative must stand for reelection. With this biannual 
threat to his career, he is much more sensitive to your influence than are the members of the 
Senate (who serve six-year terms) or the unelected bureaucrats. Your business letterhead carries 
more weight than most letters; make it a regular adornment in his correspondence folder. Visit 
him, perhaps with a small delegation of other businessmen, when he is back home in his district 
office. (He is being lobbied day and night in Washington by literally thousands of 
special-interest groups -- most of which are proponents of more government and more spending.) 
In self defense, you must become part of the back-home lobby that reminds him from whence his 
power and prestige originate. And the more of your congressman's constituents you can rally to 
the cause, the better. 

One of the easier ways to awaken the electorate in your congressional district to the 
growth of government is through the distribution of TRIM Bulletins three times per year. 
Published by Tax Reform IMmediately (see the ad on page 69), these bulletins champion the tree 
enterprise system, counter the socialistic propaganda being dished out by the schools and media, 
and include a report card on recent big-spending votes by the local incumbent congressman. 
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If you're not now active in this battle, you can start slowly. But start! The destruction of 
America's free market would condemn us and our children to the ration queues of a socialist state 
from which any restoration of liberty would be far from certain. 

-- JIM TOFT 
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